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. INTRODUCTION & SUMMARY:

Development Alternatives, Inc. (DAI) in associatiaith its partner firms, Booz Allen Hamilton
(BAH), International Relief & Development (IRD), Bhigan State University (MSU), the Training
Resources Group (TRG), and the QED Group, is pte&seresent this quarterly report for the
period January 1st to March 31st 2010 for the USAI&bia Agribusiness Project. This report
reviews activities included in the Project's Yeanrde Workplan, and follows the outline for
guarterly reports as contained in the Task Ordeatien A.8.2). The report also includes a number
of separate Annexes, which are used to provideléetaformation on Project activities.

The quarter was characterized by the full-scale@ogect-wide implementation of the Year Three
Workplan which is building the foundation for a gram transition. One of the Project’s goals for
this year was to achieve a high level of impactirsgiathe major deliverables of sales, and jobs
created. In addition, the transition period wadead towards the institutionalization of Project
services, so that they become generally availalleiry and through, the private sector. Project
management and staff are pleased that both goaéssubstantially advanced during the quarter.

A significant related, but new, initiative beganthe quarter as well. That is the consideration of
program directions beyond Year Three. Internal agament discussions around this subject have
led to some general conclusions regarding Projeettibns in Year Four and beyond. The Project
now has an emerging vision of the parameters ®rvibar Four Workplan, with the focus to be on
establishing directions for Project’s legacy, aalidifying it in Year Five. To move so fluidly iot
discussion and considerations of “out year” striategvas a surprisingly early development, given
the fact that the Project is still only at the npioint of Year Three. p

,__‘; Aghomess/} (PUSAID i

The Project continues to provide leadership andange within the| pezhednost
agribusiness sector of Serbia. An example of ithihe plans for a| hrane
study on the implications of trade liberalizatiand EU accession, of pze .
Serbian agriculture and agribusiness. The Pra@ést organized o —
national conference on the issue of Food Safety i{®age at right)
which brought together government and industrycafs to discuss

the impact of these new regulations on the sector.

The Project has also demonstrated further leagertsig past quarter in the areas of livestock,
youth, and gender. By disciplined data gatherarmg] analysis, the Project has demonstrated the
cost-effective utility of our livestock training @grams. In the coming quarter the training and
technical assistance approaches developed by tecPwill be offered in selected municipalities,
implemented through private sector service prowidefrhe Project’s youth and gender programs
and efforts were also significantly advanced duthmgquarter. Through focused grants the Project
has expanded business development work with yoatrg@eneurs, and broadened the reach to
universities, a weak area in the past. A granggam is also under development that will expand
the Project’s impact on women agribusiness entrepnes, and it will provide the Project with
direct working relationships with a number of neamen-oriented associations.

Additionally, the Project has led the process t¢élggshing a meaningful Safe Pesticide Use (SPU)
training program. Plans to launch a national progrseemed to be languishing with ministry
managers and technicians. The Project requestedesing with responsible ministry officials to
stimulate renewed action for this huge challengkis meeting resulted in a rekindled commitment
on the part of the ministry to address the orgditinal problems and to provide GoS resources to
support the program. The Project and the ministeynow are implementing a cooperative effort to
launch a national level training program througargs to selected service providers.
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Evolving marketing and sales strategies also matkedquarter, particularly related to Project
support for international fairs & trade shows. TRmject has developed new approaches and
relationships with SIEPA and the ministry; the Bobjs financial involvement in these activities
will decrease over years four and five; an emphasis be placed on using private service
providers; and the Project will expand activitiesregional markets. Related to this, the Project
anticipates more new marketing directions will egeefollowing the launch of the ambitious new
Belgrade food fair, which is a result of our cata&lyvork with numerous partners.

[I. ACTIVITIESPLANNED & IMPLEMENTED DURING THE PERIOD:

During the second quarter of Year Three, the Ptaentinued to implement a variety of activities
and events included in the Workplan, and activigelsled in response changed circumstances.
While most of the activities were based on the Wk, the additional items, such as increased
emphasis on the south of Serbia, the national $Riding program, and the development of an
international food show in Belgrade, were basedenly identified opportunities.

Component 1: Increased Efficiency & Competitiveness of Agribusiness

1.0 Commodity Action Plan Activities:

1.0.1 Berry Fruits:

During the second quarter the Agribusiness Prajentinued to support the berry fruit industry in
two main directions: establishment of a fresh lesrgub-industry, and improving competitiveness
of value-added processed berries, both of whichaemed at increasing the value of berry product
sales and exports, and the creation of new employm&s in the previous quarter, the main focus
was on activities that increase the knowledge of tezhnologies, improve access to markets, and
strengthen producer organizations. Exhibitionerp-fruit at the BioFach and FruitLogistica trade
fairs, preparations for upcoming STTAs in High Tahberry fruit production and the development
of cranberry production, negotiations for the aggtion of Ozone generators in Serbia, and
preparatory activities for the Study Tour to Spaia highlights for the berry fruit sector duringth
past quarter. In addition to these activities, $leetor Lead organized a range of cross-cutting and
sector-specific technical assistance and grantraneg, such as support to the national association
Serbian Blueberries, and grants for internatiotehdards, and marketing & packaging. As result
of the range of activities implemented in the besegtor, Project clients surveyed at the end of the
guarter reported nearly $1.5M of new sales and{poss.

1.0.2 Dairy Products:

Over the course of the past quarter, the Agribssirferoject implemented and/or coordinated a wide
range of Dairy Sector specific, and cross cuttiagfjvities and events included in the Year Three
Workplan. These activities are designed to supperProject objective of increasing the efficieany
competitiveness of Serbian dairy agribusinesse®e @ the main activities was the cooperative mtsje
launched with the municipalities of Pirot and Sgrljto develop protection of geographic designation
(PGD) status for the Pirot Kackavalj, and Svrljigdka cheeses. The Sector Lead, in collaboratitim w
Taurus Consulting, organized Dairy Campaign awa®rseminars in a number of locations around
Serbia to inform local governments and relatededtalders on the impact the Project had with theydai
campaign. These seminars have been very welivet@ind will most likely lead to collaborative dair
promotion programs at the municipal level, whichl Wwring together the Project, private dairy firms,
and the representatives of the Ministry of Agriatdtat the municipal level. The Dairy Sector Lbad
also provided support to a Serbian consultant wasldeen hired to collect data for the preparatfcan o
feasibility study on the use of American technoléglya bio-gas digester at a dairy farm in Blace.

1.0.3 Livestock:
The Project’s Value Chain Assessment identifieddpportunity to increase beef production, and
as a result, increase exports to the EU under &eryuota and bring down the price of beef in the
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domestic market. The main challenges in the beabs are the structure of the supply of meat into
slaughterhouses, starting with animal fatteningirily the last quarter the Project awarded a grant
to “Agrar Kontact” for technical training programs be conducted in five regions throughout
Serbia. The programs are focused on: improvingethieiency of animal fattening — slaughtering -
processing activities; improving farmer financiapacity through better management practices and
understanding ways to reduce expenses; upgraduigiés where the animals are kept to improve
animal health; and strengthening ties betweenrateoperations and slaughtering - processing
firms. Three programs were been successfully imptged this past quarter with attendance being
much higher than projected, namely: Nis (113), kuas (62), and Kraljevo (157).

1.0.4 Herbs& Mushrooms:

As planed for the Herb & Mushroom sector the Profexs placed a greater emphasis on the herb
sector with a focus on exports, national associatievelopment, and the addition of value-added
products to support the export focus. One of tlamrachlevements for the quarter was support for
the 7" Tea Festival in Nis (see photo at right of MissifE

Director Michael Harvey accepting an award at testival). %=
The festival had a record number of visitors ankilsEiors this | ait)=
year, with 22 exhibitors, and two herb associatiof¥
representing Serbia, Macedonia, Slovenia, and Boshi fi
Herzegovina. During the four days of the festiveathibitors jig
contracted for sales of $100,000, and the more $,800 |s
festival visitors bought $30,000 of product at tzér. In [}
addition, the new National Association of Herbsdessors & [l e
Exporters “Serbian Flora” is now officially registel. [}
Significant progress has been made toward strengitehe
association, and expanding the membership, withjeftrg : ,
support. Based on past positive experience arsbiaslearned, the W|Id mushroom compames
have expressed an interest in establishing a siméthonal association of processors and exporters.
The Agribusiness Project will support their effoitsestablish an association. Herb & Mushroom
client companies were able to contract for $1,180,06f new sales, and deliver $490,000 worth of
products during the quarter.

1.0.5 TreeFruits:

Professor Chris Watkins from Cornell came to Setbiga quarter on an assignment to assist apple
cooperatives in the areas of production, posthartesdling, and storage using controlled
atmospheric (ULO) facilities. Dr. Watkins workedthvfive cooperatives during his assignment
and provided assistance to help them improve thg#rations and to reduce their production and
storage costs. The Fruits of Serbia Associatioith Wroject support, sent seven member
companies to the FruitLogistica trade fair in Betlis quarter. These companies contracted for a
total of $6.1M in new sales from participation la¢ fair. The product deliveries for these congact
are expected to take place between June and Septéirdsh plums), and after October (apples).
To assist with the introduction of new technologyhe Serbian market the Sector Lead, and the PO
Specialist, organized a visit for a representatieen the American company AgroFresh, which is
the producer and distributer of the Smart Freskiyecbused for postharvest treatment of fresh fruit.
In cooperation with Fruits of Serbia, the Projeas Iprovided AgroFresh with data on the apple
industry in Serbia and organized meetings withdhgeld stores (project beneficiaries) involved in
tree fruit production, purchase, storage and mamfget As a result of these visits AgroFresh has
decided to begin the process of launching the $iresh product on the Serbian Market as a new
technology that will improve of quality of fresh@ps under CA storage conditions.
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1.0.6 Vegetables:

The first quarter of Year Three was marked by prajoay work for the coming production season

and contracting for sales for the domestic markestead of shortening their payment delays to
suppliers, buyers (primarily supermarkets) have imgaxtended these deadlines, further

complicating an already difficult situation for phacers. Due to outstanding receivables from prior
periods, the land area that will be cultivated gfear will decrease, and decisions regarding which
crops to grow will based on estimates and assumgtiastead of on concrete contracts for speC|f|c
crops and quantities. The situation with the ekjpbrvegetables to thg ettt
Russian market has improved (following a 40% cutthe previous
period). The shorter payment deadlines, whichlifa@ the normal
functioning of the market, represent the main reasproducers arg
pursuing foreign markets, even when prices are fdveen those on the
domestic market. To support this effort, the Rebjeired Mr. Andriy

Yarmak, a Ukrainain with extensive experience i@ Russian market, tc
complete an analysis of the markets in Russia, id&rand Belarus, anc
to offer recommendations to Serbian firms wishingpenetrate thesq
markets. Client firms in the vegetable sector als® finalizing their
activities related to the marketing and packagirangprogram, and on
company — Biotrend — has already had significastilte from their new packaging. The image at
the right shows their new packaging, which gretetylitated sales at recent international fairs.

1.1 Strengthen Producer Organizations:

During the quarter, the Project’'s main focus foodicer Organizations continued to be assisting
client agribusiness associations at the sector/oanthtional, level to form and develop their
organizations. The Project provided assistanaeet® national associations for blueberry growers
and for medicinal herb processors, to help thenmddhe organizational structure, and to prepare
statutes, by-laws, and other documents which ledew formal, legal registration. In additiongth
Project helped the national association of organiclucers - Serbia Organica - to restructure their
organization, renew the association’s goals andities, and to re-register based on the new Law
on Associations. The association “Serbia Organiai now accept for-profit business entities
(companies and cooperatives) as members, in additonatural persons, which will give it
increased credibility as the representative ofdiganic industry in Serbia. In order to encourage
associations to take a more proactive role in tigarzation of sector activities, and provide direc
support to their members, the Project has desigrggdnt program for associations that will address
the needs of these organizations. The RFA forgtogram will be announced in April 2010.

The Project continued to work with the Ministry Africulture on preparations for the business
training program aimed at managers of the moreesisfal agricultural cooperatives in Serbia. The
public call to any and all agricultural cooperagve apply has been concluded, and a total of 47
applications were received. The commission of @segntatives from the Ministry of Agriculture
and the Project has selected 28 cooperatives, Itb®erbian districts, that meet the full criteoa f
participation in the training program. Most of tlveoperatives that have been selected for
participation are commodity based, are active i@ Broject’s target sub-sectors, and are new
Project clients. This extensive cooperative tragrprogram will get underway in the third quarter.

1.2 Improve ABDS Service Delivery:

The Project continued to promote, and cooperaté, wiagermax on the development of their
consolidation services. Lagermax reported theyehswccessfully transported goods to the EU,
Russia, and regional countries with more than 86ks, in both consolidated and single company
shipments, being used to ship the goods. Lagereorted $150,000 in income from these new
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services. As a continuation of assistance on meeWwnblogy access, and establishing relations with
foreign partners, the Project organized visitsdteptial customers in Serbia for BioFresh from the
UK. As a follow up to presentations of ozone gatans during the last quarter, a trial application
and testing of the technology was agreed with tlctemts, while the potential purchase of ozone
generators and Smart Pallets will be negotiated tmio companies during the next quarter.

The Project engaged the services of Mr. Cherif Mbbgr, from Creative
Expos & Conferences, as an STTA for the developroéihe Belgrade food|,
show. Mr. Moujabber began with a review of exigtiplans and it becamq’
clear that the June dates originally chosen didatiotv enough time to fully
develop the program for the fair. The Project haw re-scheduled the ever
for the end of September (220 the 28", with dates that will not clash witt
similar events being held in other parts of theldior The Project continues t{*
work with Expo XXI on the organization of the faand the name finally
chosen for the event is “CULINARIA”. The imagethé right shows the cove|
of the promotional brochures that will be usedtfar event.

g .‘_ll.,-"'

* FINE FODD SHOW =

1.3 Marketing & Sales Program:
The Marketing & Sales team organized the partiaypatof a number of client agribusiness
companies at two trade fairs this past quartere &rents supported were as follows:

» FruitLogistica {Berlin} This is the largest inteational fresh produce fair in the world, and the
Project supported the participation of 13 Serbignilgtors in a 100rhbooth under the auspices
of the Fruits of Serbia Association. Participatiitgns reported a total of $8M of contracted
sales, with an additional $5.9M of sales under tiation.

» BioFach {Nuremberg} This fair specializes in theegentation of organic products, and the
Project supported the participation of 7 clientnfirin a 46 mbooth under the auspices of the
national association Serbia Organica. Participeepierted $75,000 of contracted sales, and an
additional $2.6M of potential sales under negatiati

The Marketing & Sales team also worked with theaBed Chamber of Commerce, and SIEPA, on
the joint promotion of appropriate companies fosades delegation to Belarus. M&S staff also
have identified potential buyers' delegations fug hew Belgrade food show in September, and
M&S staff continue to prepare market research &wgdted products, and to facilitate business
linkages. The Marketing & Sales team also providgutesentation to clients on the ITC trade map
market research tool, and provided an orientatm28 Serbian economic attachés who will be
leaving Belgrade for their new posts in the ne&urtl

1.4 Youth Enterprise Program:

The Youth Director and the Sector Leads reviewedBhsiness Plans submitted by potential youth
grantees, and prepared a list of potential awarthers (out of 23 plans submitted, 12 plans have
been selected for further evaluation and nine appoved for funding). In addition to the youth
business plan competition, the Project issued atgoaJunior Achievement Serbia (JAS) to adapt,
and introduce, its program in 25 specialized Adtigal high schools around Serbia, and foster ag
school teacher involvement in the entrepreneurshipculums. In addition to continuing activities
on the Internship Program among high school stisidéin¢ Project plans to expand the focus of the
internship program to include university studergsaeell. It was agreed with the PPES and JAS
programs that the Project will become more activielyolved in the process of selecting and
preparing students, and companies, for participatidhe Internship Program.
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1.5 Other Cross Cutting Activities:

1.5.1 Environment:

Over the past quarter, Agribusiness Project effi@tsted to environmental issues were focused on
ensuring the Project’s compliance with EnvironmeREBG 16, along with implementation of the
Pesticide Safety and Environmental Education/Geatiobn, and the Cleaner Production
Technologies tasks included in the Year Three Warkp The Project has recognized that most
initiatives to integrate environmental concernsoimtgriculture are being carried out as small
isolated activities, and many are still in the ppbase in Serbia. These activities are charaetgri
by the limited implementation capacity of implenmenst and the general sense is that these projects
are difficult to initiate and the results have begred. Based on this, the Agribusiness Projest ha
developed a Strategy Paper for the implementatidheoPSEE-SSA program. The Strategy Paper
was approved by the MAFWM as the basis for achggpvhre main goal of the PSEE Program,
which is to provide technical assistance to theistipto strengthen their technical capacitiese Th
main objective is to establish a critical mass ofnéstic resources to allow for a sustainable
national SPU education program. The EnvironmeMahitoring and Integrated Soil Fertility
management Activity was also completed during tlporting period.

1.5.2 Women Entrepreneurs:

During the second quarter the Gender program fataseestablishing contacts and developing
cooperation with newly identified Women’s Assoaiais as a means of including a greater number
of women in future program activities. Followingetsuccessful presentation of the Agribusiness
Project at the ® Women’s Conference, many of the women’s associstid the conference were
contacted to determine which ones are well organael willing to participate in activities carried
out by the Project. Several meetings with womessociations from Nis, Valjevo, Cacak and
Uzice, and communication with associations from dgjavac, Leskovac and Belgrade, clearly
indicated there are two basic groups of potentahing participants. These are 1) women starting
from zero, and 2) women who have some type of agmiess activity but who need further
direction to develop their business. Based on thes Gender program team has decided to use pre-
selected local associations as partners for orgenithe programs, including training programs,
based on Project requirements. During March mgstimith the Women’s Associations “EVE”
from Valjevo, “Teodora” from Nis, and “Nadezda Refc” from Cacak were held, and
representatives of the Associations expressedwikiingness to participate in the Gender program
and apply for the Women’s Association grant program

Component 2: I mproved Enabling Environment for Agribusiness

2.1 Improve Accessto Market Information:

During the quarter, the ABDS provider “Agromrezdield two final seminars presenting the
agriculture market information system, the basitsnarketing for agricultural products, and the
latest developments in the agricultural marketenb& and the region. The seminars were held in
Zajecar and Mladenovac, with more than 80 farméending these last seminars. In the last 10
months of the project “Market Analysis, Utilizatiai Information from STIPS, and the Basics of
Marketing”, 18 two-day seminars were held and 5@imkrs and 50 representatives from the
regional reporting centers participated. Local kats were analyzed in a more detailed manner,
with a special overview of the possibilities foetlocal marketing of agricultural commaodities.

2.2 Facilitate L egal & Regulatory Reform:

The Agribusiness Project policy team developed ap8cof Work and began the procurement
process for a qualified service provider to prepar@tudy on the Impact of Liberalization on the
Serbian Agricultural SectorThe goal of the Study is to analyze the futunpact of liberalization

in the sector, which will result from the accessiorthe WTO, the application of the SAA, and the
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FTAs with Turkey and Belarus. In addition, the jeoti's policy team developed an activity
overview for the preparation of a Guidebook on liegration of Serbia into the EU and CAP
which will be prepared in cooperation with the Mimy of Agriculture.

During the past quarter the application processhfersecond round of international food safety and
quality standards grants was completed. A total@® applications were received, with most
applications being submitted within a few of thebmission deadline. The Project’'s grant
evaluation committee has completed a preliminamere process and selected 75 applications
(including 14 applications for Organic standardat tare still under review since the Ministry of
Agriculture needs to issue the list of approvedtifiestion bodies for Organic) for a final
evaluation and award decision. The total potegtiaht amount is $362,534.

The Agribusiness Project, in collaboration with tAssociation of Agricultural Journalists —
AGROPRESS, and the Ministry of Agriculture, orgaatza national Food Safety Conference in
March. The objective of the conference was to gageelevant stakeholders in a constructive
discussion regarding the importance of food safetyevant controls, the capacity of existing
laboratories, and specific export market food gafetquirements. The event was very well
attended with nearly 200 representatives of agrticall producers, processors, traders, NGOs and
the government, as well as the media taking part.

Component 3: Program Management & Administration

3.1 Agribusiness Grant Program:

The USAID Mission has now approved the updatedieersf the Project's Grant Manual, which
will assure that the grant program is consistetit Wie approved realigned budget and the strategic
and operational objectives of the Agribusinessd@tojor Year Three. The updated version of the
Grant Manual includes a new grant sub-categoryujgpart capacity building for agricultural
producer organizations, and ABDS providers, whefotused on the specific constraints that these
organizations face in their efforts to provide $e#g to their members and clients. The Project has
prepared a detailed grant program description ieg sub-category of grants, which has been
submitted to the USAID Mission for CTO approvalt id expected that the first grants in this
category will be awarded before the end of Proyaszr Three.

During the reporting period, the grant review comtea approved the award of two grants with
total funding of $80,878, while an additional 8% applications (with total grant funding of
$523,635) are currently in the pipeline. In adufitto these preliminarily approved grants, theee ar
two new grant schemes (grants for producer orgtaim and for women’s entrepreneurship in
agribusiness) which are in the process of beingldged. To date, the Project has approved 76
grant applications, with the total grant fundindigétion amounting to $1,087,225. Out of this
amount, a total of $512,140 has been disbursedrsoThe low disbursement rate is mainly driven
by the fact that all grants (except the youth ggaate provided on a cost reimbursement basis and
with the financial crisis many clients cannot mietir program obligations in a timely manner.

3.2 Project Communications & Media:
Project Communications activities in this quartereconcentrated on four key areas:

» Generating positive media coverage for relevaneptactivities.

» Supporting activities of Producer Organization Sglést.

» Assisting in communications for the Internationtdr&lards Certification Program.
» Supporting activities of the Marketing & Sales teana the Senior Policy Advisor.
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Media coverage was obtained by informing the mediagroject activities and results, as well as
through the organization of high-profile public at&® During this past quarter the most significant
media coverage was for the following events:

» January: Rural Development Fair in Kragujevacaarged by the Agropress

» February: Participation of Serbian companies aitErogistica and BioFach fairs, which also
included a Press Conference on their success vl Agribusiness Project support

» March: Food Safety Conference, organized in cadjmer with the Agropress.

Other important topics picked-up and covered bynieelia included: Announcement of the RfP for
the International Standards Certification prograng the establishment of Srboflora (medicinal
and aromatic herb producers & processors) and engigh Blueberry Association. The number of
times the Project was reported on during this gnalty the types of media that are monitored, is
presented in the table below:

Print Electronic (TV, Radio, Internet) TOTAL

It is important to notice the increase___41 159 200

in the number of repor{200, compared to 54 in the previous quarter), tvisca result of excellent
cooperation with the “Moja farma” media portal. €lhjournalist covered two major events
organized by the Project (the press conferenceéhmrfairs, and the Food Safety Conference) and
distributed the report through their network of Ia8bal TV stations, ensuring expanded media for
our events throughout Serbia. The Project webvgite also a key tool for informing media, and the
public, regarding forthcoming events and news ftbm Project. During this quarter the website
received 6,365 individual visits, with 3,784 (548@ing new visitors to the web site. Compared to
the previous quarter, there is a 71% increaseamtimber of visitors and a 67% increase in the
number of new visitors.

3.3 General Project Administration:
During the second quarter of Year Three the Prgjecdonnel compliment has remained essentially
the same as it was in the past quarter. Ms. DRd@dulovic, Administrative Assistant/Translator

for the Novi Sad office, returned from extendedk sy—————
leave at the end of March. Mr. Milos StojanoviGsn — sstisin: wo
hired as an Assistant for the Youth Grant Prograkh.
the end of the quarter he was temporarily transteto
the Nis Office, pending the selection of the fin
candidate. The process of identifying and hirihg {
professional staff for the Nis office was undervedyhe
end of the quarter. An updated organizational tcfoar
the Project is included here, at the right.

The Project has continued to make limited use @l b

expatriate and Serbian consultants, with a totdivef :
expatriate STTA assignments being completed dutimg quarter. In addition the Project

implemented five local STTA assignments, using fe@parate local consultants. Over the
remainder of Year Three, and over the productia lzervesting season, the Project will increase
the use of external consultants.

[11. SIGNIFICANT PROBLEMS ENCOUNTERED DURING THE PERIOD:

During the quarter the Project did not encountey significant implementation problems that
disrupted or delayed the implementation of actgitor events. There were a few items that have
caused minor problems for the Project, and thesdeaummarized as follows:
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» There has been more back and forth with the Missiothe upcoming budget realignment than
expected, and this has delayed the submissioreahtitified budget to the Contract Office and
the receipt of final approval. Some items havenlssdayed, pending budget approval.

» Negotiations with the Ministry of Agriculture ondherms and plans for the collaborative effort
on the Safe Pesticide Use (SPU) training prograve taken longer than expected, and at this
point the program will not get underway until sotimee in the third quarter.

» Project staff have taken time to make a more thgloassessment of the range of women’s
organizations, and a number of new associations haen identified as potential partners in the
gender program. This has delayed somewhat theMéoof the new gender grant program.

These have been the main issues that have arisieig doe quarter, but as was stated above none of
them has caused any significant disruption to Rt@gents or activities. During the course of the
guarter the Project was able to continue to makgrpss in these three areas.

[V. ACTIONSTAKENTO RESOLVE PROBLEMS ENCOUNTERED:

Project management & staff continue to be innoeasind creative in approaches to implementation
issues and problems, and the items mentioned abdWe. specific steps taken to deal with the
issues raised above are as follows:

» The main issue related to the realigned budgéi®pening of the third field office in Nis. The
Project has gone ahead and secured space, eqtiygpeffice, and relocated an admin person to
the new office, but the addition of a technical@alst is pending budget approval.

» The Project has continued to move ahead with isncidment for the joint training program on
Safe Pesticide Use (SPU) and a formal activity dgison for this program has been submitted
to the Mission for approval. An RfA for granteepglamenters will be announced soon.

» The efforts to identify additional women’s assoicias, primarily based on organizations at the
AgroPress Women’s Conference, have created a miggr wotential grantee pool. An activity
description for the grant program has been apprcaued an RfA will be announced soon.

Project management has been very pleased with uppogive and responsive collaborative
relationship that the Mission continues to displayhis congenial working relationship between
Project management and Mission staff greatly fiatés the ability to quickly respond to, and deal
with, and implementation issues that arise ovecthese of the year.

V. |IMPORTANT OBSERVATIONS REGARDING IMPLEMENTATION:
A number of important observations regarding Projeplementation have emerged during this
past quarter. In summary they include the follayvin

1. Our impact report makes clear that we will farpass the Life of Project goal of $72m in client
sales. The Project has recorded nearly $75m itraxied sales to date, with 75% of these sales
being for exports. This is important because indestrates that export sales continue to
represent a safety valve for the ongoing globadrmal crisis. It is also noteworthy that this
milestone has been reached at less that halfwaydhrthe project’s life.

2. There is now an improved environment for idgimig and partnering with private service
providers. There is little doubt that concertetbre$ by Project staff to improve this program
dimension were effective. Nevertheless, a pergigieoblem is a general hesitancy for groups
with similar interests to cooperate.

3. The revised grant program rationale, essentiplgkaging and better focusing grants, is
unfolding well. In the process, the Project’s #@pito conceive appropriate grant goals and
objectives, and to establish governing procedinas substantially improved.
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4. The Project remains an opportunity-driven prograExamples of this include the bio-digester
initiative; the brokering of a loan to a clientéonjunction with another USAID project; and the
adoption by Lagermax of innovative product preseovesystems (0zone generators).

In addition to these innovations the Project i® asccessfully identifying and testing new, lower-
cost, methods for expanding marketing and salesgional countries.

VI. RESULTSACHIEVED RELATIVE TO ANNUAL WORKPLAN TARGETS:

As is usual for quarterly impact surveys, Sectoadseconducted phone interviews with selected
clients to collect information regarding sales, &yment, and other potential impacts. A total of
52 clients received assistance this quarter; 3@w@ture-related firms, 14 producer organizations,
seven ABDS providers and one youth NGO. To dateta of 368 clients have been registered in
the TAMIS system, with 306 clients being actived &7 MoU’s have been signed.

A total of 38 agribusinesses (foproducer organizations, twaBDS providers, and 3dgriculture-
related firms) reported sales results directlyilaitable to Project assistance this quarter:

Sales Contracted Sales Delivered SalesUnder Negotiation
$10,973,880 $4,165,880 $9,925,000

A total of 77% of the contracted sales, and 73%hef delivered sales, were for the export of
Serbian food products. Exports to Europe and Russtounted for over 94% of the total delivered
sales. Based on this data, the Agribusiness Rrbg nearly met ($9.8M YTD) the Year Three
target for Performance Indicator No 4 (dollar vatlange in agricultural product sales), which is

$12M. The chart at the right shows the sajes

reported this past quarter by sectgr. Dairy Products
Cumulatively, the Project is well on the Wgyresn and processed vegeta
to achieving the LoP target for this indicatpr
— which is $72M in sales.

$325,000
$1,083,000
Frozen and Processed Frui

$1,722,880

Fresh Tree Fruits] $635,000

$130,000

Client organizations reported a total of 46 Mushrooms
new full-time jobs being created this quartgr, Herbs (Tea)

$270,000

with more than 60% of these being women
employees. To date the Agribusiness Project hagibated to the creation of 4,059 jobs, which is
well ahead of the Year Three target of 3,000 jobs.

VII. ACTIVITIES PLANNED FOR THE COMING PERIOD:

Project management and staff will continue to foonsimplementing activities as laid out in the
Year Three Workplan, and on continuing to develew rProject initiatives. During the coming
quarter Project staff will also participate in amaal retreat which will focus on developing the
Workplan for Year Four. The main focus of actestifor the coming quarter will be:

Continue implementation of the plan for expandingjétt activities in southern Serbia.

Open, and staff, the new Project Field Office is Mi support the Southern Strategy.

Support Agrar Kontakt with their livestock trainipgogram, and add other Livestock activities.
Support the adoption of the GHD digester technoleidly Lazar and other dairy firms.
Continue to emphasize communication activities, exghnd the use of high-profile events.
Select the new Youth Business Plan winners, aradize the grants to them for their projects.
Implement SPU training program, in collaborationhthe MAWFM and other partners.

YVVVVVYVYYY

In addition to these efforts, the Project will dooe ongoing support for client firms and the sexto
that the Project supports, as well as continuegatifor international fairs and trade events.
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BERRY FRUIT — Quarterly Report
January 1 — March 31, 2010

1.0 Introduction and Overview

Over the course of the first quarter of Year Thitee USAID Agribusiness Project continued to
support the berry fruit industry in two main directs: establishment of fresh berries sub-industry
and improving the competitiveness of value-addedgssed berries, both aimed at increasing value
of berry product sales and exports, and the creaifonew employment. The main focus in the
reporting period was put on activities that aredieg to improved knowledge on available new
technologies, access to markets and strengthemodp&er Organizations. Presentations of Ozone
generators, exhibition of berry-fruit products la¢ tAnuga fair, and support for the establishment of
the national blueberry growers association “Serldhreberry” are the highlights of the berry fruit
sector during the quarter. Besides these, theeinghtation of a range of cross-cutting and sector-
specific technical assistance and grant programsh sas training programs for cooperative
managers, marketing and promotional grants, as agetirants for the application of international
standards, have been started, and/or continuedgdtivé past three months. Even though the global
crisis has negatively affected the Serbian berdystry and has led to limited operations and even
bankruptcy of some stakeholders, client interegtdrticipating in activities designed and offered
by the Project continues to be strong.

The cooperation of the berry fruit sector with atheograms in Serbia, and in the region, has been
further advanced. The Project has worked closétly @M in Serbia, and with the Farma project
from Bosnia, while at the RCI workshop held in Skothe Sector Lead presented the Project’s
achievements in advancing fresh berries sales.

The reporting period may also be characterized lagning and designing specific activities that
will take place during quarters two and three, saslSTTAs to support cranberry production and
high-tunnel raspberry production in Serbia, andualstour to Spain. All of these activities will
serve not only as educational tools for the prodsjdaut will also enable a know-how transfer from
foreign to Serbian ABDS providers and will helputé exporters establish links with potential
buyers and input suppliers.

1.1: Strengthen Producer Organizations in the Bery Sector
1.1.1 Training & TA for the Use of New Technologie
1.1.1.1: Training on the Use of High Tunnels foBerries

To ensure the proper establishment and managerhbetrg-fruit fields, as well as the application
of new technologies required for the successfubdpetion and marketing of fresh berries, the
Project will work with competent ABDS providers owhere they do not exist, bring in
international STTA consultants, to provide a senégraining programs and to provide advisory
services to client firms. The Project is plannthg provision of this TA over the winter-spring
months of 2010, and it will include hiring an exjie consultant, and printing out a manual on
high-tunnel production of berries. To ensure avimmw transfer, and a smooth provision of TA
adjusted to Serbian conditions, the expatriate wltenst will be assisted by a Serbian counterpart as
well. The Berry Fruit Sector Lead has developed3©OW for this STTA — High-Tunnel Raspberry
Production Consultant, and based on inputs recdroed the DCOP, the IRD HO, and Mr. Marvin
P. Pritts, professor and Chairman of Departmerdaticulture at Cornell University, revised it so
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that it now includes the translation into Serbidnaomanual on High-Tunnel Berry Production
already developed, and available, from Cornell @rsity. The Project is now in the final stages of
selecting/contracting the best candidate for theigament and obtaining the necessary
authorization for the translation from the Cornelivérsity.

1.1.1.2: TA for Grantees Adopting New Technologs

As explained in paragraph 1.5.1, as a result oatmegimpacts of the global crisis on the sectat an
its limited access to loan financing, grants fooj€ct client firms have become a more important
tool for the introduction and application of neveli@ologies in Serbia. For this reason the Berry
Fruit Sector Lead and responsible Project stafehr@viewed limitations and are currently jointly
developing a grants scheme that would include Brdjmding, as well as financial assistance from
third parties where available. The Project hadlaia a set of technical assistance that would
enable the grantees to fully benefit from improy@dduction/processing means, and advanced
knowledge and skills. Once the grants for adoptibnew technologies are operational, the Berry
Fruit Sector Lead will begin planning and delivefytailored technical assistance to the grantees.

1.1.2 Assist Producers to Diversify Their Production
1.1.2.1: Training of Trainers — Blueberry Produdion

Over the past several years the most importantlgm that blueberry growers in Serbia had to
deal with were related to the establishment of liuey fields, and the application of proper

production technology. In 2009 the strongest albsteo the development of blueberry production
became product marketing. As both the Project,sautbr stakeholders, became fully aware of this
new challenge, Project assistance will transitiamf blueberry production, to product marketing

and promotion. The Berry Fruit Sector Lead, arldvant project staff, have already presented to
sector stakeholders market trends and the availapteons for speeding up the sales and
consumption of blueberries, and started provisibradvisory assistance and the facilitation of

development of action plans that will yield speciictivities and project proposals for solving this
issue before the next harvest. One of the strangesets for promoting blueberries, and
strengthening local and export sales, will be teevlg-established national association “Serbian
Blueberries”, which is expected to lead bluebengdpiction and marketing activities in Serbia.

1.1.2.2: TA for Producers Establishing CranberryFields

Based on the cranberry consultant’s findings armbmemendations from his assignment during
Year Two (Aug/Sep '09), the Project is continuingpgort to interested cranberry producers, and
potential ABDS providers, to help them introducee tobrop and develop their production
capabilities. The main component of the assistaes extensive technical training and advisory
program for cranberry growers. The Berry Fruitt8etead has prepared a SOW for an STTA —
Cranberry Production Development Consultant. Tlssigament consists of three phases:
guidebook preparation, field advisory services, artchining program for cranberry producers and
ABDS providers in Serbia. The Project is curreidigntifying the best available candidates for this
assignment, which is scheduled to be conducteddaetwanuary and April 2010.

1.1.3 Improve Management at Producer Organizations
1.1.3.1: Management Training for Producer Orgarzations

In addition to the businesses training programretfé¢o any type of business entity, the Project has
developed a training program specifically targetprpducer organizations — primarily market
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oriented cooperatives. The program is managechéyProducer Organization Specialist and its
main topic is capacity building and training foroperative managers in overall management of a
Producer Organization, financial management arategjic planning, and marketing. The Berry
Fruit Sector Lead is working closely with the PCe8iglist to increase the awareness of potential
applicants and is advising them on how to applwriiyy the first quarter at least three cooperatives
specializing in berry fruits have prepared and sttiechtheir applications for the program that will
enable them to improve their overall performangeugh organizing supplies and sales as well as
improve other services offered to its memberé-or more detail please see the Producer
Organizations section of the repart)

1.1.3.2: Support for the National Blueberry Assoiation

As a result of the technical assistance deliveoedate by the Project, which includes training and
advisory programs, networking and facilitation, angtrategic planning meeting held in October, a
blueberry growers’ and ABDS providers’ initiative ¢stablish a national umbrella organization has
been materialized in late December 2009. At tlemses of the Fruit Research Institute in Cacak
the Project team — the Producer Organization Sj&ciand the Berry Fruit Sector Lead, organized
a workshop that was attended by over 30 represesdatf Producer Organizations, input suppliers,
extension-service providers and growers from thinoud) Serbia. During the first part of the event
two advisors hired by the Project explained toratées all changes and legal and financial aspects
of running an association in accordance to recepabsed new Law on associations. In the second
part of the event most of the attendees votedherestablishment of the association and conducted
a foundation assembly meeting during which theyabexits founders.

The newly-established association’s name is ndtidohaeberry growers associatio8erbian
Blueberry Among its 20 founding members are representatofevarious stakeholders in the
blueberry value chain, including firms, cooperagiveassociations and individual commercial
growers. Project staff, and the advisors, assigtedounders in developing the association’s by-
laws and other foundation documents, as well tatitig the election of its governing bodies —
managing board, and president. The associatigiisapy goals are support for the development of
blueberry production, processing and marketingnsfthening the competitiveness of this business
in Serbia, and lobbying for member interests. Phaect will continue the provision of technical
assistance to the Serbian Blueberry associatidigliy through the process of official registratio
and strategic planning, and then in implementingirtiplanned activities which are aimed at
strengthening the association, and establishingléieery of needed services to its members, such
as product promotion and marketingFor more detail please see the Producer Organireti
section of the report)

1.1.4 Support for the International Standards Progam
1.1.4.1: Support Intl Standards for Fresh Berris
1.1.4.2: Support for Other International Standads

To improve their overall competitiveness, theirgurot quality, and to gain access to new markets,
the Project is continuing its support to growtheated Producer Organizations and companies
which are in the process of implementing variousrimational standards. Through a project-wide
program launched in December 2009, the Projeatvsring up to 50% of consulting service costs,
as well as up to 70% of the cost of certificatitor, required international standards. The Berry
Fruit Sector Lead works closely with the Ag InfodaRolicy Specialist, and the berry industry, to
increase awareness of the program, and help iteereBents in properly applying for certification
grants. Although the global financial crisis hdisthis sector significantly, and most clients have
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reduced their investments and focused on the nitadtactivities, the interest among the berry fruit
sector in this program is significant. It is argated that through this activity at least two lerr
fruit sector clients will make advances towards fhesh market by successfully receiving
GlobalGAP certification, while another three wilp@y for, and become certified in, the 1SO
14001, ISO 22000, Organic, BRC or IFS standardee Standards adopted by these clients will
enable them to become more competitive, and to regeirements needed for establishing sales in
new international markets and/or market nich@r more detail please see the Ag Info & Policy
section of the report)

1.2: Improve ABDS & Finance Service Delivery
1.2.1 Improve the Capabilities of ABDS Providers
1.2.1.1: Berry Cold Chain Management TA & Training

During the reporting period, Project staff have ptated several activities which are aimed at
improving client knowledge on various options tbah be used to maintain the cold chain, as well
as linking them with potential suppliers. Afteisaries of presentations of Ozone generators, the
project team visited the Trimo Company in Belgradech specializes in construction & insulation
material production and input/service supply. Hgva number of clients dealing with fruits &
vegetables, Trimo intends to develop and offerddasized cold-store capacities that would serve
most of the needs for freezing and processing F&Yhare competitive prices. The Berry Fruit
Sector Lead, and the ABDS & Finance Specialistyiged Trimo management with detailed
information regarding the industries’ charactecstand needs, advised them on the typical types
and sizes of facilities needed, and provided casiax relevant businesses, Producer Organizations
and GoS officials. The Project team also presebtsihess opportunities related to the application
of Ozone generators in Serbia, and advised themdtb this service to their portfolio through
establishing cooperation with the producer of thisovative technology for extending shelf-life of
fresh fruits and vegetables.

In addition, to increase client awareness, theegetayrganized several events with representatives
of Lagermax, a Belgrade-based company specialininggistics services, where they presented to
the food industry the range of services they preyvidcluding consolidation services which are
often a necessary step to successfully supply éxparkets. The newest service recently
introduced by Lagermax, with Project assistanceorsalidation services for fresh fruits — has
attracted a lot of potential customers who leam@®out available options and associated cqstsr
more detail please see the paragraph below and Ag#28on of the report)

1.2.1.2: Foster Partnerships for Input Supply to Poducers

The Project continued assistance to the berry inglis establish partnership relations with foreign
companies which are aimed at improving input supphyd/or the availability of relevant sector-
specific services in Serbia. In early December92®de Project organized a visit to Serbia for Mr.
Jonathan Caisley, director of Biofresh Company, &l a series of presentations of their newest
product — Ozone generators. This innovative teldgyois an effective and cost-efficient tool in
extending shelf-life of fresh fruits & vegetable®zone reduces fruit spoilage, helps in maintaining
fruit firmness, and is efficient in cleansing tharehouse environment, and thus it helps in reducing
overall losses and improving the quality and pattility of fresh products. The presentations were
conducted in Uzice and Valjevo at the premisesefrespective Regional Chambers of Commerce,
and in Belgrade. A total of 62 participants atshdhe presentations. Besides representatives of
private companies, Producer Organizations, ABDSipgsss dealing with fresh fruits & vegetables,
officials from the Serbia Ministry of Agricultureas well as representatives of USAID-funded
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agribusiness projects in Bosnia and Kosovo atteridedevents as well. All of the participants

showed significant interest in learning more abauil in applying this technology in Serbia. To

assist that process, it was agreed with Biofrestt the Agribusiness Project will facilitate the

application of the Ozone generators in Serbia avitgre necessary, help interested parties in
arranging trial use and/or demonstrations.

1.2.2 Assist Clients to Access Financial Resources

The Berry Fruit Sector Lead has not planned angipectivities or events related to improving
access to financial resources for sector clieRiiswever, he has worked together with the ABDS &
Finance Specialist in planning support and fadifiaclients’ access to credit and finance on an as
needed basis(For more detail please see the ABDS section ofdpert).

1.3: Support Sales & Marketing Efforts
1.3.1 Support Client Participation in Trade Fairs
1.3.1.1: Support Companies that Participate in Trde Fairs

During the reporting period the Project funded bikhins by 25 of its clients at Europe’s No. 1
food fair — the Anuga trade fair, that took placeni October 8 thru Oct 15, 2009 in Cologne,
Germany. At the 98mbooth located in the Frozen Food hall, a totall4fcompanies gathered
around the Fruits of Serbia and Arilje SME assoaiest exhibited their products — frozen fruits,
vegetables and mushrooms. An additional 11 procesxhibited their value-added products at the
Project-funded booth in the Fine Foods hall.

Prior to attending the fair, all participants reeel training and technical assistance to insurg the
were well prepared, and that their exhibits and riegotiations conducted at the fair would be
successful. During the fair the exhibitors methwitundreds of current and potential buyers —
brokers, distributors, processors and retail chairte discuss and negotiate supplies during the
upcoming 2010 season. At the booth, which was dealvalmost all the time, the Sector Lead
hosted interested stakeholders, facilitated busimasetings and linkages, and assisted in the
promotion of Serbian frozen food at the fair. A&sult of Project assistance, a total of $3.14M in
new sales of frozen foods were contracted, andtbheu$6.95M are under negotiation. As a follow
up to the successful exhibition at the Anuga fapon return to Serbia the Sector Lead forwarded
contact information for potential buyers met at filue to clients from the fruit, vegetables andrgai
sectors as well as provided additional informatiorpotential buyers from Austria, USA and UK
who showed significant interest in purchasing bémits from Serbia.(For more detail please see
the Marketing & Sales section of the report)

1.3.2 Assist Clients to Undertake Trade Missions

The Berry Fruit Sector Lead has not planned angiipectivities related to assisting clients with
trade missions, other than the one to Spain wisiexplained in the following paragraph.

1.3.2.1: Sales Exchange Mission to Spain (Hulevadvince)

The Project will co-fund a know-how exchange misgio the province of Huelva in Spain, which

is known worldwide for its strawberry and early plsrry production for the fresh market, and
where recent technologies (such as multi-varietgdpetion systems under poly-tunnels and
greenhouses, and new varieties with extended hatvage been successfully implemented. This
tour is planned and will be undertaken in closepevation with the UK-based nursery Hargreaves
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Plants, the main supplier of planting material hoe Spanish producers, and in coordination with
World Learning. Approximately ten representatiedégaspberry producers and ABDS providers
will take part in this activity. In addition, a Terew will participate, and prepare an educational
program on poly-tunnel raspberry production thdt e broadcasted on the national TV channel
B-92. The study tour will enable Serbian raspbemywers and ABDS providers to learn about
establishment and management of raspberry producitopoly-tunnels, and thus the extend
production season and the assortment of berridsefsin market.

Together with the DCOP the Sector Lead met withheggntatives of World Learning in Belgrade
and reviewed the required procedures and docuni@mtaggarding the organization of study tours
for berry fruit sector clients during Year Threelo insure that the needed documentation is
prepared on a timely basis, and to obtain the acgsapprovals, the Sector Lead began
preparation of the Study tour and developed a dyetfiivity Overview, including selection criteria
and an initial proposal for participants. In orderenable the participants to learn about early
production under high tunnels, and allow them sd¢ime for applying new knowledge in Serbia,
after consultations with Hargreaves Plants, thiziachas been postponed for April/May 2010.

1.3.2.2: Sales Trade Mission to Italy (Sant’Orsola

No particular activities related to Sales Tradeditis to Italy have been planned for the reporting
period. As this activity will be implemented inmsmer 2010, the sector lead will began specific
preparations in February/March 2010.

1.3.2.3: Market Research and Studies for Berries

During the reporting period the sector lead hasemwed needs for market research with individual
clients and representatives of national Producgafizations, but still has not developed any plans
to undertake specific market studies related tobiwey sector. This is an activity that could be
incorporated into the work-plan and activities hoe sub-sector, should the need arise.

1.3.3 Provide Technical Assistance in Marketing
1.3.3.1: National Campaign to Support Berry Consurption

No specific activities were planned for the repartperiod because this activity is scheduled for
period March to September 2010.

1.3.3.2: Support Development of Fruits of Serbia #sociation

The activity is scheduled to take place betweeruadgnand August of 2010 and therefore no
specific activities were planned for the reportpagiod.

1.4: Support Youth & Gender Involvement
1.4.1 Encourage & Support Youth Involvement in Bery Sector
1.4.1.1: Visit Ag Schools to Encourage Future BeyrGrowers

The Berry Fruit Sector Lead visited Belgrade Unsitgr— Faculty of Agriculture in December and
met with professors Mihailo Nikolic and Jasminkalivbjevic, both specializing in and teaching
berry fruits. It was agreed that the University estp will provide their inputs and recommend
topics that would need to be explained in greagtaitlin two manuals that the Project intends to
produce for Cranberry Production and High-tunnesg®erry Production. They confirmed that for
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University students it will be more than usefuhive an opportunity to attend a lecture that vell b
delivered by US-based experts hired by the Profeetagenda and timing will need to fit well into
the Ag Faculty curriculum. As there is a lack ofvpate ABDS providers, to the extent possible the
Project will continue using University’s expertsproviding future technical assistance to the berry
fruit industry.

In addition, the sector lead reviewed 6 projectppsals received through Youth business plans
competition program that pertain to the berry fprdbduction and/or processing, and submitted his
findings and recommendations to the Cross-cuttimgdbor.

1.5: Support Cross-Cutting Functions
1.5.1 Support the Project Grant Program
1.5.1.1: New Technology Grants for Berry Productio
1.5.1.2: New Technology Grants for Processed Bees

There are many individual companies in the bermt sector that are participants in Agribusiness
Project grant programs. The Berry Fruit Sectord_eantinued providing support to these grantees
to insure they implement their grants as plannad,that they provide the necessary reporting and
documentation on their grants. The Berry Fruitt®&ektead also supported the overall objectives of
the grant program, and encourages and supporter sgients to respond to grant programs as
appropriate. Due to negative impacts of the glabais on the sector and the limited access to loan
financing, both grants in fresh berries and in biglalue-added products development have
become even more vital tool for introduction anglagation of new technologies in Serbia. For this
reason the berry fruit sector lead and respon$tintgect staff have reviewed limitations and are
currently jointly developing a grants scheme thauld include the Project’s funding as well as
financial assistance from third parties where amd.

1.5.2 Support Policy Reform Efforts

As of December 2008 Serbia participates in the OEBZBeme for the application of international

standards for fruit and vegetables. Based on thedl Fafety law, new regulations on quality of

fruits and vegetables will be developed, which $ti@liso be harmonized with the standards from
the scheme. To provide for proper application esthnew regulations, the Ministry of Agriculture

plans to organize trainings and practical exercigsinspectors, farmers and agribusinesses
regarding marketing standards of fruits and vedesabAt the meeting held in early December

between the Project and the relevant Ministry sitaffas agreed that the Project will assist in

organizing those training sessions and in incrgggarticipation of businesses.

In order to facilitate preparation of a Decree gougg subsidies for fruit planting material and
inclusion of cranberries in the decree, the Progegiplied relevant staff from the Ministry with
brochures and other materials developed with tiogeB¥s assistance that contains information on
features of cranberry production.

1.5.2.1: Training on the Impact of UPOV Membership

Training on the Impact of UPOV Membership was témdy planned for late fall 2009 or spring
2010, and it will be implemented in close relatiorSerbia’s expected official joining to UPOV. If
necessary, the activity will be postponed so asoincide with — be implemented prior to or right
after it.

Annex 2 - Subsector Activity Reports Page 7



USAID Serbia Agribusiness Project — Quarterly Report — Oct-Dec 2009

1.5.2.2: Support GlobalGAP Adoption by Berry Prodwcers
1.5.2.2: Support Other Standards for Fresh Berries

(For more detail please see the paragraph No. labdve and Ag Info & Policy section of the
report).

Other:

« The Project staff - Senior Policy Advisor and Befryit Sector Lead participated in th€ BCI
Agribusiness Workshop that took place in Skopjecétitonia on November 10, 2009. More
than 30 experts representing the USAID missions Agdbusiness Projects from Albania,
Bosnia and Herzegovina, Kosovo, Macedonia, Bulgaaiad Serbia, along with the
Intercooperation Project Manager in Kosovo, EU grt§ specialist from Bulgaria and a
specialist in rural areas development from UNDPbBerattended the round table. The
workshop discussions covered four main generat$opiRegional market information systems
in agriculture, Preparation for EU accession, Echanjoint regional exports, and Information
exchange. The Agribusiness Project’'s Senior Pdldyisor presented the Serbian experience
with regard to the development and operation oftlagket information system in agriculture in
Serbia, along with conclusions from the Study oea bmpact of Global Economic Crisis to
Serbian Agribusiness on how to mitigate the negagffects of the crisis. The Berry Fruit
Sector Lead presented the Project’s strategy atiditees done so far to enhance exports of
Serbian fresh berries, as well as the Project'sspia this regard. In addition, representatives of
the Project also took part in the discussions,isbaraluable ideas and practical experience.
Specific steps to link businesses from Serbia ar@boo as well as participation in
presentations of new technologies were agreed byPtoject staff with counterparts from
Kosovo and Bosnia.

» The Project met several times and did a few figkits/ together with IOM staff in order to
assess room for providing technical assistanc®M’'s$ grantees that have potential to improve
their agriculture-related businesses through jgniresources in a cooperative and/or
association. Together with IOM staff from Kraljeand Novi Sad offices, the berry fruit and
vegetables sector leads visited selected POs iakCand Novi Sad regions and assessed their
capacities to absorb new members—IOM grantees amidlute to further development of their
vegetable and fruit production. Based on findingsnf field visits the two parties are currently
planning grants from IOM and TA assistance from RBmeject that would jointly upgrade the
performance of selected clients in Western Senib\éjvodina.
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DAIRY PRODUCTS - Quarterly Report

October 1, 2009 — December 31, 2009

Component 1:  Increased Efficiency & Competitivenes of Agribusiness
l. Introduction & Summary

Over the course of the quarter, the AgribusinesgeBt implemented and/or coordinated a range of
dairy sector and cross cutting activities and eveelated to the Year Three Work plan which support
the objective of increasing the efficiency and cefitveness of Serbian Agribusinesses. The main
activities, however, were related to completion aativities from previous period; grant projects,
standard implementation in dairy companies andnieeh assistance. In addition, the Agribusiness
Project was active in developing dairy strategyléss developed South Serbian region and exercising
new technologies workshops and assistance to thedi@nts in coordination with USDA.

During the period, the Velickovic Dairy from Surdw received the ISO 22000 standard, thRestering
Innovation and Quality” Dairy Grant was completegulting in $316,357 in increased sales, five dairi
were approved for Marketing grants, the Veterinagpartment from the Ministry of Agriculture adoptad
new veterinary certificate for Dairy exports to thks, which was developed in coordination with the
Agribusiness Project and the USDA office in Belgradnd two youth dairy grants were shortlistekhe
following sections of this report will highlight éhmost important activities for dairy sub-sector.

[I.  Activities Planned & Implemented During the Period
Component 1. Increased Efficiency & Competitiveness of Agribusiness

Dairy Products — The First Quarter of Year Threeth#f Agribusiness Project was dedicated to
completion of major initiatives carried over froneat Two.

* The “Fostering Innovation and Quality” Dairy Gramas completed. This “one time” grant program
assisted dairy companies, commercial farmers, aBD3\providers to acknowledge profit and quality
methodologies, vital for transitioning to EU stardfa and requirements. The participating ABDS
providers were actively involved in the preparatioh modules, practical trainings, and on-farm
assistance, as well as the project seminars.

In total, 294 dairy farms, 6 ABDS providers, 3 Gastfor Rural Development of the Ministry of
Agriculture, 2 Producer Organizations, and 9 dairjgarticipated in different stages of program
implementation. Apart from staging the methodolégydairies, ABDS providers, and farmers in line
with EU standards and requirements for a competithairy industry, the Project contributed with
$316,357 of increased sales.

The Agribusiness Project achieved the grant goaletifzering “know how”, and concrete field results
from implementing the standards and proceduresgatbky for dairies and farmers facing free dairy
competition and markets in near future. The Agibass Project contributed by staging the proper
scene, while dairies will be responsible for impégrtation of tailor-made “milk quality standards”
methodologies. The Project followed up the grasutts where Sabac, Mladost, Kuc and Imlek dairy
showed interest to apply the concrete knowledge rapthodologies. Local Economic Offices and
Municipal Funds showed interest for the model,Rngject will stage presentation to these stakehs|de
who will be able to support local dairy stakehosdier January-February 2010.
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* In late December 2009, the USAID office M/CIO/BCE€8mpleted the ADS Chapter 548 review and
provided its concurrence on the procurement folhiey Companies Management Software which will
allow the Agribusiness Project to provide the neledssistance to four dairies in the implementatibn
specialized IT software to increase the efficientyheir milk supply logistics. The implementatioh
the project activity will start in January 2010.

e The Agribusiness Project and the USDA office indgsatle cooperated with Sabac Dairy to get them a
certificate for dairy exports to the USA. As aukesof the cooperation between USDA and the
Agribusiness Project, the Veterinary DepartmerthanMinistry of Agriculture adopted a new certifiea
applicable for the USA market. What remains asratihg factor is that the Ministry of Agriculture
approved only 6,000 lit/day out from 220,000 lit/das a result of milk quality standards.

* The Agribusiness Project coordinated with the USBDthe introduction of new technologies for Dairy
and Livestock Stakeholders by staging a workshopfmnary clients. The US based GHD Company,
and lowa State University, presented competitiveteyananagement and biogas solutions, attracting the
attention of a dozen dairy and livestock companiBging a new technology, the Agribusiness Project
agreed with the USDA to provide technical assistaioca number of interested companies in developing
Feasibility Studies for Waste Management and Biagareration. The first Study will be completed for
the Lazar Dairy in Blace, which is spending $40080, annually on energy, while the implementation of
biogas solutions from his farm waste might payb# investment in three years.

e The Velickovic Dairy from Surdulica successfully pramented the ISO 22000 standard as a result of
Agribusiness Project grant support. This is they fiest dairy in the South of Serbia which has @iced
this respective certificate.

* The Kuc and Mladost Dairies from Kragujevac, thatiblor Dairy and Vihor Dairy from Vranje, and the
Nis Dairy were all provided support via the awafdMarketing Grants. As a result, the Nis Dairy has
developed a promotion campaign for a new dairy pcod- a UHT milk product aimed at school
children. The preliminary results from the implertaion of the campaign this quarter shows a sales
result of $68,000. Other grants are in progress.

* The Dairy Sector Lead and the Youth Manager coreduon short listing two youth grants which are to
result in developing mini plants for local dairyesgalty products in Zrenjanin and Sombor.

[ll.  Significant Problems Encountered During the Period

Remaining activities from the previous period an@y@ng cross cutting efforts, along with availatlyili
requirements for STTA consultants were primary eeador slowing down the process of implementatbn
Year Three Dairy Plan. Significant efforts wergagi to develop a South Serbia strategy as oneeofidiv
milestones in the project, which resulted in depilg the framework for two projects for the proteotof
geographic designation (Pirot and Svrljig cheegespoperation with Pirot Municipality and SvrljQairy.
Lazar dairy STTA for Waste Management and Biogasyell as, Velickovic Dairy ISO 22000 certification
and Vihor Dairy Marketing grant are being primangicators of good results of dairy sector in thetBof
Serbia. Significant time was dedicated to commation with dairy stakeholders related to adjustmant
the activities focusing on broader spectrum ofvétats relative to quality requirements of the nsikpply.

IV. Actions Taken to Resolve Problems Encounted

Encountered problems have been part of regulavites; most of the above mentioned activities weaet
of interventions scheduled for Year Three Work Pdaid will reflect in activities in Quarter Two. $A

SOWs for the protection of geographic designatamPirot and Svrljig cheeses were developed, atidowi
approved in January 2010, as well as, STTA constglttor Specialized Training for Al Service Prowvisie
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Mastitis prevention, and Linear Scoring.Practicadlglays resulted from multiple activities in 12@09, will
be reflected through busy Quarter Two activitiethim field.

V. Important Observations Regarding Implemenéation

Important Observations Regarding Implementationsewelated to a shift from direct assistance omydai
farms towards systematic support to dairy compangesapply acquired knowledge from Fostering
Innovation and Quality Grant. Increasing competitigss on the dairy level, introduction of new piisiu
and technologies, as well as, developing the conmation media through industry representative
organization and activities related to EU transitfor dairy industry are milestones which will benpary
focus in following months. However, certain semsitactivities like Mastitis Prevention Programsdan
Genetic Improvement Programs will remain somehotwéen dairy companies, farmers and policy makers
and cannot be neglected for future USAID Agribusm@roject Intervention. Clear division of actiediis
possible with development of sectors representatareners, dairy companies and ABDS companies’
organizations, respectively.

VI. Results Achieved Relative to Annual Workpla Targets

The Annual Dairy Work Plan includes workshops amthigars in the winter period, primarily related to
Specialized Certificate Trainings on Artificial Eraination, Mastitis Prevention, Linear Scoring afobf
Treatment. They have been moved to the next Quasta result of ongoing activities, and the foonghe
South Serbia Strategy implementation. Most of3f@A consultants will be selected in January 20hilev
concrete implementation of activities will be schledl for the remainder of Quarter Two. Market Asxe
Policy and New Technologies activities are congidgrear round activities and are performed corigtant

Progress report relative to activities in the wpldn:

1.1.3 Improve Farm Level Productivity and Qualitasvclosely related to implementation of “Fostering
Innovation and Quality” Dairy Grant. Companies @hiwill take the ownership of the
methodologies are recognized and will be logidtycalipported to extend the outreach, while main
responsibility will remain with the companies. Segtely, the Agribusiness Project will give grant
methodology and result presentation to LED withiBA Municipalities aiming at motivating them
to implement local dairy support plans.

1.1.2.1: Implement Mastitis Prevention Program,2LZt Implement Dairy Hoof Treatment Program and
1.1.2.3: Dairy Farm Management Workshops — penéiegback from dairy companies which are
interested in participating. Upon reaching conasran the level of participation, activities wikb
implemented in Quarter Two.

1.1.3 Support Development of Dairy Processors Aation, 1.1.3.1: Ongoing TA/Training for Associatio
Development and 1.1.3.2: Capacity Building Grant Bairy Association — Workshop will be
implemented in Quarter Two when is expected regfistn of Industry Association

1.1.4 Support for the International Standards Rnogr 1.1.4.1: Support Dairies in GlobalGAP/ISO Pany
— initiated at the end of Quarter One completionaifin March 2010

1.1.4.2: Assist Dairies to Achieve Halal Certifioa pending Sales and Marketing support to localaH
Agency to acquire internationally recognized Hakattificate

1.2.1.1: Dairy ABDS Tour to the Czech Republicarpied for Quarter Three
1.2.1.2: Implement Linear Scoring Training Progrdn2.1.3: Specialized Training for Al Service Pefis

and 1.2.1.4: Improve Dairy Genetic Service Delivergonsultants SOW developed, administrative
procedure ongoing, subject of implementation in i@ral wo

Annex 2 - Subsector Activity Reports Page 11



USAID Serbia Agribusiness Project — Quarterly Report — Oct-Dec 2009

Other activities are a joint effort with cross audt staff including marketing and policy and ar@iouous.
VII. Activities Planned for the Coming Period

These activities are being coordinated with alhydatakeholders being that results of such inteigas go
along the value chain. Planned activities are:

» Specialized training for Artificial Insemination AES Providers

» Specialized training for Mastitis Prevention foriygCompanies, ABDS Providers and Farmers

» Specialized training for Linear Scoring ABDS Praafisl

* Workshop on Developing Industry Association

* National Campaign For School Dairy Products
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LIVESTOCK — Quarterly Report

October 1, 2009 — December 31, 2009

Component 1: Increased Efficiency & Competitivenes of Agribusiness
OBJECTIVE 1.0: ComMMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

The project’'s original value chain assessment Idmhtified the opportunity to increase beef
production for more export to the EU to meet Séshimota and to bring down the price of beef in
Serbia. The main challenges in the beef sectotiedeto the structure of supply of meat into the
formal slaughterhouse system, starting with thenahfattening. In November 2009, William Grant
spent three weeks in Serbia as a STTA consultariorp@ng the Livestock & Dairy Strategy
Review. The purpose of this assignment in regatd/éstock was to carry out further analysis into
the overall issue of increasing the quantity analiguof the supply of beef animals to the slaughte
houses. The analysis identified three main probltmat affect the livestock industry:

1. Shortage of calves coming into the slaughterhoysies
2. Cash flow constraints
3. Inefficient fattening of cattle on the feedlots

The areas listed below provide opportunities fer phoject to address the key constraints in Year 3.
The Project will use the grant mechanism to fundaaing program to be implemented by its
proven partner “Agrar Kontact”. This program wbllild on the impact and the results of the first
grant issued to “Agrar Kontact” in Year Two of tReoject and will be focused on reaching the
following goals:

Improve efficiency of animal fattening/slaughterimgcessing activities

Increase value added in meat products

Improve sales prices for beef that is being prodwnel exported (better markets);
Improve their financial capacity through betteribess management practices

Improve farmer understanding of the fundamentalshefr business and ways to reduce
expenses

Introduce improved breeds of animals being useth®Beef sector

Upgrade the facilities where the animals are b&ey to improve animal health;

Improve artificial insemination rates in the daingustry to generate calves more frequently
Strengthen ties between fattening operations andybtering/processing activities.
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HERBS & MUSHROOMS - Quarterly Report

October 1, 2009 — December 31, 2009

Component 1: Increased Efficiency & Competitivenes of Agribusiness

OBJECTIVE 1.0: CoMMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

As planed in Herbs & Mushrooms Year Three Work Ptha Project placed a greater emphasis on
the herb sector with a focus on exports, natioasbeiation development, and the addition of value-
added products to company lines to support the reXpous. The main achievement for Year

Three Quarter One was the establishment of theNevonal Association of Herbs Processors and
Exporters “Serbian Flora”, with Project supporthisTis the first step toward a new strategy for

more intensive and strategic work with herb stakddrs so the new industry association can
undertake many of the activities the Project hapstted in the past.

In addition, as a result of activities conductedhris quarter and in previous periods, supported
Herb and Mushroom companies were able to negddB2&,000 in potential sales, to contract for
$848,500 of sales, and to deliver $190,000 of pcteluThese companies also added three new full
time workers in the reporting period.

1.1.1.1: Support Clients with Marketing & Promotion Grants

A number of Herb & Mushroom sector companies hagydied for, and one has already received,
Project funds to improve their packaging and mankeactivities.

LORD

In particular, the Bilje Borca Company, under t
terms of grant no. IC-FY-2-1 for Tea Packa
Redesign and Labeling According to US Mark

Requirements, successfully completed thiGEEE S IR L
project on December 25, 2009. The Proj§ BET,'SBM?QRANDH
reimbursed $11,900 of the costs, while BIl
Borca invested $20,722 for the printing of the ng
packages. Bille Borca has already delivere
$92,000 of exports to the USA, and achie
$180,000 of additional sales in the domesT
market. The company also created three new jolasrasult of this grant program. The image at
the right shows the new tea packaging and labétiingne of its tea products, as it will be used for
both foreign and domestic markets.

In addition, the Strela Company is in the finalgsts of developing
new packaging for their products. So far they hadepted the new vedrina
brand name Vedrina. The Project is giving advissapport to

Strela, and their selected service provider, ireotd find the best ‘
design solutions. It is expected that Strela wolinplete all project

activities by the end of January 2010.
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Finally, four Herb & Mushroom companies (Rick’s Teologies, Macval, Fructus, and Melisa
Farm) have signed grant agreements for Marketiry Rnromotional activities. These companies
are now in the process of developing new marketouys. It expected that they will complete
project activities by the end of March 2010.

1.1.2.2: Support Development of a National Herb Asgiation

The Project has worked closely with key herb preces and exporters to establish a completely
new association based on Serbia’s new associaven Based on a need indentified in Year Two a
new National Association of Herb Processors & Efgrsr“Serbian Flora” was established with

Project support on December 29, 2009. The key emmp from the herb sector (i.e. Fructus,
Herba, Macval, Bilje Borca, Adonis, Zdravac, Malisarm, and Kirka Pharma) which have more
than 60% of the Serbian market, are the foundethefissociation. The association will also be
open for new members.

The Project provided an STTA consultant to preskem the new Law on Associations, helped
them to develop the association’s internal rulesl, led them through registration and legal issues.
After that, the association will open an officeBelgrade and hire a new, professional, manager
who will be paid by the members. The main goalhefassociation are to:

» Address policy & regulatory issues on behalf ofdlssociation and members

» To serve as a information exchange leverage poirthe members

» Organize participation in international trade shows

* Undertake media campaigns on behalf of the indpatrgt other promotional activities
» Foster the development of international marketdges for the members

As a next step, the Project will provide an STTAnsualtant to assist them with business and
strategic planning, and preparing an action plarckviwill be the key document to guide future
Project assistance for the association. As desgrib the Year Three WorkPlan, the goal is to
make this association sustainable, active, anchgtenough to become a key partner with the
Agribusiness Project, and to eventually take okerfunctions the Project is fulfilling, and to qarr
on these activities once the Agribusiness Projedse

1.1.3.1: Support Standards Program for Herb & Mushroom Clients

Implementation of the first cycle of the standaatiian program is ongoing. The "Dina Pecurka”
Company, which produces cultivated mushrooms foth bilbe domestic and export markets,
completed their final Global GAP certification. dleertifying body was the Certification Agency
Evrocert, and their inspectors performed the fealuation of the company. Their GlobalGAP
certificate will be issued by mid January 2010, andthe interim they have a certification
confirmation letter from Evrocert.

Three other companies, Bilje Borca, Uca and Adwenilscomplete their certification in the second
qguarter of Year Three. The Project has also setich second cycle of the standardization program,
so the Sector Lead invited more then 50 comparuegatticipate in the program, with special
attention being paid to companies from the soutBarbia.
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1.3.1.1: Support Companies that Participate in Traé Fairs

The Project provided support for the participatioh four mushroom clients at the Anuga

international trade fair. As a result, these comngs contracted for $697,000 in new sales, while
they are negotiating additional new sales withtaltealue of $825,000. All participants received

training and consultancy services related to pepars, exhibition, and negotiation both during

and after attending a fair.

As a result of the visit to the VitaFoods Fair ier@va (a Year Two activity), the Fructus company
delivered their first shipment of various semi ms®ed medicinal plants to a new buyer from
Switzerland with a total value of $31,500. Theexnted annual sales to this customer will be more
then $150,000 only to this buyer. Also, Melisarkatelivered the first shipment of dry and liquid
extracts to a buyer met at this fair with a totalue of $10,000, and future contracts for $30,000.

1.3.2 Assist Clients to Undertake International Sas Missions

The Marketing Team and the Herb & Mushroom Sectead._visited two institutes and two herb
companies, accompanied by Mr. Michel Meneuvrie, dinmer of Plantes Aromatiques du Diois
(PAD). PAD is a global player in the market foganic essential oils and fragrance plants. Mr.
Meneuvrie was in Serbia to assess these herb parsesn his search for new partners for
organically certified essential oils and plantsrg#&hically grown herbs are not too common in
Serbia, but there is potential for the supply diivdollected herbs. This market opportunity wi b
further explored in upcoming months.

1.4.1 Encourage & Support Youth Involvement in Herls and mushroom Sub- Sector

The Herb & Mushroom Sector Lead reviewed three lyayant applications and forwarded his

findings and recommendations to the Cross-cuttingedior. Two applications were given a

positive opinion, and recommended for site assessm®ne of the applicants was transferred to
the Tree Fruit Sector Lead. As a next step, thedBd.ead and the Youth Specialist will visit the

applicants and in order to determine their appedeness for a grant award.
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TREE FRUIT — Quarterly Report

October 1, 2009 — December 31, 2009

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

1. AssSISTAPPLE PRODUCERS TO REDUCE PRODUCTION COSTS

1.1: Training & TA on Apple Fertigation Technology

In order to achieve maximum utilization of appletmrds equipped with drip irrigation systems,
and to lower the cost of fertilizer use, ProfesBolan Boman from the University of Florida
completed an assignment in Serbia between Septehiband October 9, with the main goal of
providing technical assistance and training to apmioducers on the issues of irrigation and
fertigation. On site visits, technical assistan@s provided to members of two cooperatives - ZZ
Green Group and ZZ Cacanska jabuka, and for twgeoms - Greeny and Atos Vinum. Based on
the conclusions made during the field visits, addntified problems concerning irrigation and
fertigation of apple orchards, Professor Bomangueréd the training in Novi Sad, with the main
subject being "Drip irrigation and Fertigation Apple Plantings". The following items were
covered: water use and irrigation, fertilisatiorertfising through drip irrigation system
(fertigation), system maintenance, the control atomation, and frost protection. A total of 23
participants attended the training sessions, wimicluded representatives of 10 ABDS providers, 3
producer organisations, 5 production companiesomedmedia representative.

Problems in applying irrigation and fertigation heology that were identified during the visits to
above mentioned companies and cooperatives weeerszl in the final report prepared by the
consultant, together with suggestions for improwtngrently applied methods. These suggestions
for modifications to the currently used programgeveubmitted to Project beneficiaries who have
received technical assistance.

As a part of his assignment, Professor Boman aleateomprehensive Technical Manual on
Irrigation and Fertigation of Apples in Serbia whicontains practical advice on improving the
performance of these technologies that are stdleutheveloped in Serbia. Two ABDS providers,
Aquaduct doo and Agro Ferticrop doo (both involuethe distribution of irrigation equipment and
fertilizers, and corresponding advisory servicégle expressed their interest in taking part in the
costs of printing this manual. The main goal woblkl to present these companies as service
providers for apple producers, and to promote itiq@ortance of using these technologies in a more
advanced way in order to reduce production coHltss expected that representatives of these two
companies will supply the Project with their suggess for additions to the text by January 15th,
while the prepress and printing of the manual feillow. The manual will be distributed to Project
beneficiaries involved in apple growing, ABDS prdeis, and their clients. This will be the first
practical manual on these technologies to be mrimeéerbia.

1.2: Trainnig on Apple Harvest/Postharvest/Storage

This assignment was postponed for the last quaftéear Three (August - September 2010) due to
the inability to organize the consultant's assigmnaiiring the first quarter of Year Three, and the
past apple harvest period. This was mainly dubdanability to get USAID approval for Professor
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Errol Hewett to perform this assignment in Octobé@mnother consultant has been identified who
will conduct this STTA in the last quarter of YeHlnree, during next apple harvest period. It is
expected that this assignment will occur betweegustiand October 2010.
2. SUPPORT DEVELOPMENT OF SUB-SECTOR PRODUCER ORGANISATIONS

2.1: Increase Capabilities of Tree Fruit Cooperaties

As per a Public call for cooperatives to apply oBusiness Training Program for Cooperative
Managers published by the Project's Producer Ozgdan Component, in cooperation with the
Ministry of Agriculture, Forestry and Water Managsmthe Tree Fruit Sector Lead has provided
interested cooperatives with the necessary infaamategarding applying for this program.

Cooperatives that have shown interest to takeipatiis program aimed at improving managerial
skill of cooperative managers as well as finnangi@nning, sales and marketing abilities of
responsible cooperative members and employeesZar&ocko, ZZ Slankamenka, ZZ Domacin,

ZZ Prima, and ZZ Fruit Garden.

2.2: Assist Apple Cooperatives to Manage their Pragction

As a continuation of the assignment on apple postish and ULO storage technologies performed
in the second quarter of Year Two, the SOW fordbesultant was created with the main goal to
assist cooperatives in managerial/procedural antnteal issues regarding apple post harvest,
guality control and storage of fresh apples. Th&/&to perform this assignment will be the post
harvest and ULO storage specialist, Professor Ghagkins, who will be conducting the tasks
presented in the SOW from February't@ March 2°,

3. ASSISTCLIENT FIRMS WITH INTERNATIONAL CERTIFICATION PROGRAM

3.1 Support Tree Fruit clients with International Standards

Four companies from the Tree Fruit Sector that hsigeed Grant Agreements as part of the
Program for support to introduction of internatibsatandards have passed through the audit
proceses with their certification bodies and hageeived certificates for the introduction of
GlobalGAP and ISO 22000 in tree fruit productiond astorage operations. As a result of
introducing these international standards the congsaGreeny, Atos Vinum, and ABD Prom have
reported additional deliveries of $800,000 of frasid frozen tree fruit, and they have an additional
$220,000 under negotiation. During the negotiatifor the deliveries mentioned, the fact that
these firms held either GlobalGAP and/or the ISQDMER certificates represented either a
precondition for delivery, or a required proof ebguct quality.

In addition, as per a Public call for another pewgrfor international standards published on
December 21st, the Tree Fruit Sector Lead has iderming and advising interested companies
and cooperatives on all the necessary informatiey heed in order to apply for this program.

4, IMPROVE ABDS & FINANCE SERVICE DELIVERY

4.1: Incorporate Local ABDS Providers in Project Activities

In order to raise capacities and create a moraldaitenvironment for providing consultancy
services to producers, suppliers of irrigation pqment and fertilisers will take part in creating,
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printing and distributing the Technical Manual ongation and fertigation of apple crops, which is
a product of the Activity 1.1: Training & TA on AppFertigation Technology. The main goal of
this part of the activity is to promote importanmiegood quality application of these production
technologies among apple producers and provide oygortunity for the above mentioned
companies to be perceived as service providersirétten input suppliers alone.

5. SUPPORT SALES & MARKETING EFFORTS

5.1: Support Tree Fruit Clients with International Trade Fairs

The Foodland and Vino Zupa companies from the Fre Sector exhibited their products at the
Anuga Fair in Cologne in October 2009. The ABDrRroompany presented their range of frozen
tree and berry fruit within the fruits of Serbiasdgiation exhibit at Anuga.

In cooperation with the Fruits of Serbia Associafithe list of companies which will exhibit at the
Fruit Logistica Fair in Berlin has been finalisedThe tree fruit sector from Serbia will be
represented by the following companies at this'magonal fair of the highest significance for fnes
tree fruits in the EU and Russian markets: JuzmaBaFruitland (two cooperatives involved in
apple production), Agrocom, AgropromCom, Agrar Kemend Atos Vinum. Presenting Serbian
fresh apple production in Berlin in February wouépresent an important opportunity for these
companies (out of which some comply with EU requieats for international standards) to create
opportunities in this market as well.

5.2: Provide assistance in marketing and creatinbuyer linkages

In cooperation with the Sales & Marketing Projeangponent, the Tree Fruit Sector Lead has
organised meetings for, and accompanied represagabdf, the French companies Favols and
Naturgie, and from the Ecocert organic productiertification body, with potential suppliers of
organically and conventionally produced sour clesrand prunes from the South of Serbia. The
following meetings were organised:

* Meeting with the manager of Frigonais coldstorerfidursumlija - the representative of French
processor was interested in purchasing frozenawenries, raspberries and blackberries, as well
as apple puree from Frigonais. The negotiationk Wrigonais will becontinued in the future
period.

* Meeting with the deputy President of Merosina sohberry association and the mayor of
Merosina municipality - the representative of Ecbb@as proposed to the Association president
to organise a presentation on requests imposedrdggniz production standards order to
improve their competitiveness and attract inteomati buyers of organically certified products.

6. SUPPORT YOUTH & GENDER | VOLVMENT

6.1: Encourage & Support Youth Involvment in the Tree Fruit Sector

The Tree Fruit Sector Lead has assisted Marko Walsachas applied for grant money as part of the
program for subsidising business plans submittealityh the Project's Youth component. Namely,
Marko Vasic, who has presented the business planthve concept, costs and benefits of starting
dried fruit production in Macva region was assistad ways of improving the clarity of the
Business Plan in order to consider continuatiothefassessment procedure, and the adequacy for
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receiving subsidies. It is expected for the imgawversion to be delivered during the first week of
January, which will be followed by an interview asite assessment.

7. UPPORT CROSS CUTTING FUNCTIONS

7.1: Support the Project Grant Program

The Agricultural Inovation Center (AIC) from Ariljnas succesfully finished the accreditation
process for introduction of 1ISO 17025 standardshwilie Project grant support. Activities
supported by grant have been taking place in tls year and have consisted of preparation of
necessary procedures and documentation, obtainmy calibrating laboratory equipment in
accordance to standard's requests. The finafficaté proving validity of analysis performed by
the Innovation Center was appointed by the Serleional Accreditation Body on October 23rd.

This certificate makes the Innovation Center thly ¢aboratory in the region officially certified to
perform water and soil analysis for fresh fruitsl aregetable producers and agribusinesses (cold
stores) that are numerous in the area. The nuofbarents is estimated to raise by 30-40% and
accordingly Center's income. Official analysisutesare also required during implementation of
GlobalGap standards which is becoming a precomdhijoexport companies marketing products to
the EU.

7.2: Assist Marketing & Packaging Grantees as need

As a result of the grant program supporting agiiess companies wishing to raise their products’
value and marketing performance, four companies filoe Tree Fruit Sector have been approved
grants aimed to support these activities and siggmdesponding Grant Agreements with the
Project. Representatives of Vino Zupa, Foodland,\#&¢tko and Foodex who will finish their
marketing activities by the end of the Year 3 secouoarter will achieve USD 1,400,000 of
additional sales of fresh and processed treegroiducts and 46 - 60 new jobs.

8. OTHER ACTIVITIES

8.1. Cooperation with the LEDIB Program

The Project COP Lou Faoro, the Producer Organizéipecialist, and the Tree Fruit Sector Lead
met with the Director of the Danish LEDIB PrograMr. Lund, and his associates. The Local

Economic Development in the Balkans is a five ywaigram intended to support the development
of local SMEs, and the intention is to expand trege of their activities to cover the agribusiness
sector as well. These activities will have therfaf supporting the establishment of a cooperative
of sour cherry growers in the Municipality of Memws, an advisory service based on the Danish
model, and an agricultural school in Aleksinac.

In accordance with the Project Strategy for SoutlH&erbia and already identified issues existing
within sour cherry subsector in this area, coopandbetween Agribusiness Project and the LEDIB
program was identified as adequate and useful @ih Isides. After attending the founding
assembly of the sour cherry growers cooperativpatied by the LEDIB Program, and performing
a survey among sour cherry processors on raw rabtEnmand, marketing and export, the Producer
Organization Specialist, the head of the Sales &kigling Team, and the Tree Fruit Sector Lead
presented a Proposal for Cooperatipon with the IEEPlogramme on December 7th. The goal of
this proposal was to lay out suggestions for ccatmr between the two projects in the form of
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joint assistance that would be addressed towardnévey founded cooperative. The types of

assistance presented in the Proposal are groupaddathree components - support to cooperative
development, technical assistance to cooperativenbaes, and providing market linkages and

information on market tendencies.

8.2: Further activities of Tree Fruit Sector in the South of Serbia

As per the initiative to expand Project activitiasthe south of Serbia, the Project's COP and the
Tree Fruit Sector Lead conducted meetings withesgmtatives of the Prokuplje and Kursumlija
municipalities in order to determine the potent@l assistance. There are more then 2000 ha of
sour cherry that is traditionally produced in theuf® of Serbia. The main problem for sour
cherries is the low market potential - over 40%hié$ year's yield was un-harvested due to the lack
of interested buyers and the non-existence of catipes or associations. As a result of
discussions on potential Agribusiness Project &s%ig, the largest problems are the identifcation
of new buyers for sour cherry, and initiativesdon a cooperative of sour cherry growers.

Together with the Deputy COP, as well as the VdgetaBerry Fruit, Herb & Mushroom, and
Dairy Sector Leads, and the Producer Organizatmeci@list, the Tree Fruit Sector Lead met with
representatives of USAID funded projects from Veaand Novi Pazar. The goal of these meetings
was to determine the potential for expanding Ptagetivities to firms and producer organizations
in these areas of Southern Serbia, to get morenvaton on the situation in the agribusiness sector
and the main difficulties and constraints encoweder

In accordance with the information and assessnygrf®rmed in the past quarter, the Tree Fruit
Sector Lead will conduct a sour cherry market agialgnd value chain assessment. The results of
the assessment will be disseminated to cooperagixissing in the South of Serbia, relevant cold
stores and processors, together with suggestiangmijoroving currently used technologies and
overcoming problems existing in products marketing.
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VEGETABLES — Quarterly Report

October 1, 2009 — December 31, 2009

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

OBJECTIVE 1.0: ComMMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

In the vegetable sector, the previous period hawngoily been marked by harvests of most
represented open space root and cabbage vegeypiele t Some of the previously contracted
guantities have already been delivered to buyemsm§pily processing industries), while
considerable amounts of fresh vegetables for comignsupply have already been stored. In the
past year, the producers have placed particulasston the preparation of adequate facilities for
vegetable supply, which had previously not beeregular practice. This has enabled them to
improve possibilities for better placement of themoduct on the market and realization of
additional profit in the upcoming period, likely bl@come marked by scarcity of quality products on
the market.

Hit hard by the economic crisis in the previousrydhe vegetable processing industry is still
struggling, resulting in a considerable number rafividual processors being unable to remain
financially solvent (due to inability to collect standing claims).

It is significant to report that market conditiossd high prices of raw materials have forced some
vegetable processors to cease cooperation withtthditional suppliers in the region, and to lecat
more favorably priced domestic suppliers, or swgyplirom neighboring countries, primarily from
Macedonia. This applies mostly to the processimaeppers, onions, and tomatoes.

Signing cooperation agreements with the EuropeaimriJhas enabled producers to access the
markets of those countries more aggressively asityeaOn the other hand, they are now bound to
encounter heavy competition from other EU vegetabbelucers for product placement on domestic
markets as well.

For that purpose, a number of producers and proce$mve successfully implemented new food
safety standards, which are a requirement for actesmarkets, and/or they have worked on
improvements of their visual identity and the cofripeness of their products.

Activity 1.1.2: Post-harvest activities (Technicahssistance+seminar+manual)

Prof Elazar Falik, a Post-Harvest specialist frowm Post-Harvest Institute in Israel, visited USAID
Agribusiness Project clients during the quarteurily his visit, Prof. Falik made presentations on
Post-Harvest technologies for root crops and véigeta The emphasis was on carrot and potato
storage, since these products represent the megps drom the region. The maintenance of
quality, humidity, and other organoleptic charaster of the products represented the main topics
in his presentations and meetings with clients.

A two-day Post-Harvest seminar for Serbian and Mao&n service providers involved in
assistance to vegetable producers was also helStriimica (Macedonia). The seminar was
arranged by the Skopje and Novi Sad Agriculturaultees, with assistance from the Macedonia
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USAID Agbiz Program and the Serbia USAID Agribusisd’roject. At the event, specialists from
Israel, Italy, Serbia, and Macedonia, presentedirab®er of new technologies related to the post-
harvest subject. In the past, Serbia lacked quigtiErature related to the above-mentioned subject
and the USAID Agribusiness Project has supportedotioduction of the first Post-Harvest manual
for vegetables, which was prepared by Prof. Zolian |

Activity 1.1.3: Farm Management Training

The second session of the three-part Farm Manadgemaming program was held in Kanjiza
between Nov 14 and 18', 2009. During the training seminar, the followitogics were discussed:
Partial budgeting, Income statements, Financiallyaisa Economic principles, and others.
Participants were especially interested in Risk agament and the Investment efficiency
calculation presentations. The ultimate goal im$truct producers on how to pay more attention to
financial management and to keep their recordsggeso that they can use them for different types
of financial analysis, which will give them betteformation about their profitability, liquidity,
solvency, and other important matters.

Activity 1.1.4: Food Safety Standard Implementatio

During the previous quarter, most of the applicantdhe process of standard implementation
finalized their activities. A very demanding andricd process, GlobalGAP certification,
implemented by TUV Rheiland gave the highest sctr€row Rasadcompany, which became the
first GlobalGAP certified vegetable nurser@itadelacompany successfully passed two inspections
and became GlobalGAP and ISO 14001 certified. Godden Gardencompany is also now
certified by Bio Agri Cert from Italy. Successfinhplementation of these standards has improved
the competitiveness and position of Serbian vedegabspecially on foreign markets.

OBJECTIVE 1.1: STRENGTHENING PRODUCER ORGANIZATIONS

Activity 1.1.1: Business training program for the managemengdtaltural cooperatives in the
period of January - February 2010. After distnbutof invitations for the abovementioned
program, five clients from vegetable sector applidtanagement still represents the weakest point
of agriculture cooperatives.

OBJECTIVE 1.2: IMPROVING ABDS SERVICE DELIVERY
» Activity 1.2.1: Linking ABDS providers with local producers.

Extension service providers specialized in agraeony participated in the second Farm
Management Training. Participants from Ruma, Vrddikinda, Aleksinac and other cities
represent the first generation of service providiraling with economic production department.
Due to the importance of this subject matter, prajpans for the extension of the assistance are
planned for 2010.
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OBJECTIVE 1.3: PROVIDING SALES & MARKETING SUPPORT
Activity 1.31: Anuga Cologne, Germany Food Fair

Five vegetable processing companies exhibited aganthe largest European food fair in Cologne,
in October 2009. For the duration of the fair,gmial buyers from EU countries, Russia, and also
Middle Eastern and other countries, showed siggnificinterest in importing Serbian vegetable
products. In the category of frozen vegetablesgeed byABC Foodand Aretol, the highest
interest was shown for peppers (strips and cubes®et corn, and green peas. In addition to clients
interested in bulk purchases, these companieatiaiti negotiations for the sale of small retail-
packed vegetables. Pasteurized canned productet(s@rn, green peas and especially kidney
beans) presented IBrima Produktattracted the attention of EU aRdissian buyers.

New vacuum-closed packaging gave them an advantagemmparison to Thai and Chinese
products. The vegetable-based sauces producBobbendrepresented the highlight of the exhibit
and numerous buyers expressed interest - so faactmare signed with Slovenia and Hungary.

Activity 1.3.2: Preparatory activities for Fruit L ogistica Fair

Preparatory activities for the largest fresh fasnd vegetable fair to be held in Berlin in February
2010 were arranged by the project team through etiaik and sales training, advisory assistance,
and market analyses for specific products planredekhibition. Four representatives of the

vegetable sector will exhibiGagal Lucic, Grow rasad and Association of Vegetable Growers of

Vojvodina.

OBJECTIVE 1.4: YOUTH ENTERPRISE PROGRAM REPORT

The evaluation of business plans and ideas prabédntethe participants of the Business Plan
Competition was completed for three applicants e tegetable sector. After the initial
assessment, the idea for red pepper processingaiqowder for spice production showed the
highest potential.

OTHER ACHIEVEMENTS /ACTIVITIES IN PROGRESS

Biotrend company concluded negotiations in Budapest wigh"White lake” company, the largest
distributor of products in controlled regime in Hamy. Biotrend’sproducts are to be sold in the
four largest supermarket chains in HungaAchan, Metro, Intersparand BCA through this
Hungarian company. All arrangements regardingmgidransportation, and promotion, have been
completed, and the first quantities will be expdria January 2010. The initial contact with
Biotrendcompany was established at Anuga Food Fair ingd@pGermany.

The ATP Irrigation Company concluded deliveriesreSh cucumber to a processing company in
Hungary. Since the quality of products and quesstitvere exceptional, the processor expressed
desire to invest in the new facility, which shotd built in the Krusevac Municipality. The first
contacts with local authorities have been made, #mde locations were proposed for the
construction. The total exported quantity was dy800 tons.

Market analyses for Russian, Belorussian, and Wiaaimarkets have been contracted to provide
assistance for fresh vegetable exporters. Theasgsas will focus on vegetable types produced in
significant quantities, as well as recommend nexietias, which could represent significant market
opportunities.
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MARKETING & SALES — Quarterly Report

October 1, 2009 — December 31, 2009

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

Objective 1: Implement Firm-level Activities

Task 1.2: Opening Domestic and Regional Markets

» Marketing & Sales team provided contacts of rediahstributors to Zrnco Company from
Kovacica: (Pohit for Croatia, Imperial for Slovepiaednik for Croatia and Slovenia, all of them
are working with large supermarket chains, Mercgalos, etc...)

» Marketing & Sales met with Market Unija —an asstioraof 90 retail markets around Belgrade
who have united to consolidate their procuremedtraarketing under one eventual brand.
Assistance required for organization of the promeet activities.

» Marketing & Sales met with purchase managers ofdJeind Familija market market
discussing their needs and cooperation with ctemipanies on regular basis

» Marketing and sales team established a contactlaphanese-Serbian chamber of commerce in
order to jointly promote Serbian products at Japamearket

» Project staff started cooperation with British —Is@ Chamber of Commerce with aim to
establish business linkages of Serbian producet8atish buyers

Task 1.3: Training for Firms: Strengthen Business ills in Marketing and Sales
» Marketing and Sales organized training for compapirticipants at Anuga trade fair on AgBiz
premises in Belgrade.

» Marketing and Sales organized training for compapirticipants of Fruit Logistica Trade Fair
in Berlin (3-5 February 2010) and Biofach trade {ai’-20 February 2010) at Zira hotel in
Belgrade

» During this training, Jeff Spear, Sales and Comication STTA, had presentation on Public
Relations during trade fairs.

Objective 2: Implement Service-level Activities

Task 2.1: Trade Fair Support

The Project organized an exhibition of Serbian canigs at Anuga Trade Fair in Cologne, October
10-14, 2009. Serbian companies exhibited on twadsta Fine Foods ( 10 companies) and Frozen
Foods (14 companies). They achieved the followasylts (see tables on the following page):
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Project Client Sales Sales
Fine Foods Stand Contracted Negotiat
Strela $490,000 $500,000
Foodland $500,0000 $1,000,000
Biotrend Donato $1,000,000 $300,000
Igda $300,000
Sweet Art $70,000 $2,500,000
Prima Produkt $1,150,000
Pionir $400,000
Vino Zupa $2,300,000
Fungo Jug $162,000
Yumis
Totals: $2,222,000 $8,450,000
Project Client Sales Sales
Frozen Food Stand Contracted Negotiated
ARILJE Association $363,000 $768,000
Agrograf
Yugotrade
BMD
Laki
Fruits of Serbia $2,774,36 $5,818,15(
MN
ABC
SIROGOJNO
Aretol
Mondi
Frigo Grand
Agropartner
ABD Prom
Jugprom
ITN $364,000
Total for Frozen Food: $3,137,364 $6,950,150
Grand Total Contracted $5,359,364
Grand Total Negotiated $15,400,15(
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Also, the Project finalized preparatory works fpcaming Fruit Logistica and Biofach fairs. The
final lists of participants is as follows:

Fruit Logistica - under the umbrella of Fruits of Serbia Assooiati
Coolfood

Fruitland

Juzni Banat

Agro Trade

Association of Vegetable Growers
Agrocom

Agrarkomerc

Lucic Prigrevica

. Agroprom

10.Prima Farmers’ Association
11.Sagal

12. Atos Vinum

13.1gda

©CoNoGrwWNE

Biofach — under the umbrella of Serbia Organica Association
1. Zadrugar
2. Foodland
3. Mondi
4. Royal eco food
5.ITN
6. Zdravo Organic

Cooperation with Universities:

» Jeff Spear, Marketing and Communication STTA helddre on The Value of Design in
Marketing to the students of marketing on BelgrBdaeking Academy (Marketing Section).

» The Value of Design lecture was also held at theufea of Economics, Belgrade University.

» Both lectures were attended by Serbian marketictyiders. Project was invited to join the
network of universities, institutes, high schoalsnsumer organizations, NGO’s and private
enterprises who are active in the field of consusegznce in order to develop joint research
activities. The name of this project is Focus Batkand it is funded by European Commission.

Facilitate Sales Linkages for Serbian Agribusiness Sales Missions

French Organic Sales Linkages

French buyers of organic and conventional food Faand Naturgie visited Serbian companies:
Knjaz Milos, Sirogono, ITN, Zadrugar, Frikos, Libes, Eliksir, Merosina Association, Foodland,

Nektar and Zdravo Organic. After this initial visitore French berry fruit buyers expressed their
interest to come to Serbia in spring time.

Halal Sales Mission

Project staff met with Mustafa Jusufspahic, Genédainager of Halal Products Certification
Agency and agreed to work on developing projechwitalaysian Embassy to discuss potential
export of Serbian products to that market. The mgedt The Embassy of Malaysia is scheduled
for January 15, 2010.
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Marketing and Sales met with the owners of Zelem td discuss project support for the
development of Sweet Potato production in Serbia.

Marketing and Sales has responded to an investnmepiry from the Netherlands for the
construction and production of a new modern apptaard in Serbia.

Marketing and Sales met with Vlade Divac of the &aivFoundation to discuss their activities in
Serbia and investments in agribusiness.

Following trade fairs, Project staff disseminatezhtacts of distributors and buyers to Serbian
companies. Some of these contacts are:

» Canning factory from Bulgaria, Yoka, interestedamw material for further processing

» Van — Tol , import — export Dutch company owningrenthan 160 supermarkets interested in
potential of private label production in  Serbia

» Project staff connected Tomi Lednik, distributarfr Slovenia with Yumis company.

» Project staff provided contacts of Serbian prodsiterPohit company, distributor and importer
to Croatia.

» Impuls, importer from Germany interested in researfcSerbian source of raw materials
» Gunther Hellriegel GmbH interested in Serbian gevabel products

Task 2.2. — ABDS and Export Association Preparatioffor Fairs and Sales Missions

» Project staff worked closely with Serbia Organicséciation who is supposed to take over the
organization of Biofach fair.

» Project staff worked closely with Fruits of SerBissociation and Run Expo service provider
coordinating organization of Fruit Logistica trafdé.

Task 2.4. — Market research for companies/associatis wishing to enter new markets

Marketing and sales team made a fruit and vegetaf@leket research for potential markets
(imports, exports, prices, tariffs, competitors lgsg). Implications of newly signed trade

agreement with Belorussia and Turkey on Serbiaitalture are also analysed. The research will
be presented to fruit and vegetable sectors inaignu

Task 2.3.: - Communications: Dissemination of agribsiness-related information
Marketing and Sales participated in a 30 minutk sdow on Kopernikus Television to discuss
USAID support for Serbian companies with marketseajes, export markets and competitiveness.

Task 2.6.: Prepare and Promote new Belgrade Food 8w

ABDS advisor with support of Marketing and Salegamized his first presentation of new Belgrade
Food Show which is supposed to happen in June ZI1® presentation was held at Holiday Inn
Hotel in New Belgrade.
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PRODUCER ORGANIZATIONS — Quarterly Report

October 1, 2009 — December 31, 2008

OBJECTIVE 1.1: STRENGTHENING PRODUCER ORGANIZATIONS

AcTiviTty 1.1.1: SRENGTHEN ORGANIZATIONAL CAPACITIES
Task 1.1.1: Generic Business Training Program for Cooperative Managers

During the quarter, the USAID Agribusiness Projéitte Project) partnered with the Serbian
Ministry of Agriculture (the Ministry) have launctigoint nationwide training program to assist
agricultural cooperatives from six sub-sectorsnipriove business skills of their management. This
Is a joint program that will be organized and fushdy the Ministry and the Project. The training
agenda, with recommendations for its implementati@s been developed by the U.S. consultant,
Mr. John Haydu that the Project hired in July 20Bfoposed program consists of three separate
modules in the following fields/areas: (1) CoopematBusiness and Strategic Management; (2)
Financial Planning Tools for Cooperative Manageemd (3) Marketing, Selling and
Communication Skills for Cooperative Managers.

The PO Specialist has been working intensively i representatives of the Ministry to define
selection criteria for both, service providers thall deliver trainings and cooperatives that will
apply for training program. As agreed with the Miny, the Project announced a request for
proposals to identify companies capable of devalpdinal training modules, prepare training
manuals for printing and providing specializedrinags to cooperatives. A total of 8 proposals have
been submitted by the companies within a given tifraane. Review Board consisted of
representatives of the Ministry and the Project énasuated applications and conducted selection
of the most skilled and competent service provilat have submitted best offer.

The Project and the Ministry prepared selectiotedda for cooperatives to apply for the trainings
and the Ministry’s responsibility was to announgaualic call in early October 2009. However, the

Ministry’s legal department asked for further diaations regarding selection process and the
content of open competition to cooperatives whignificantly slowed down the process and

caused delay in the implementation of trainingaaly in mid December, the Ministry announced

public call to agricultural cooperatives to applyr fthe participation in the training program

(http://www.minpolj.gov.rs/download/konkurs.pdf

The deadline for the submission of applicationsDiscember 28 2009 after which training
participants will be selected. Because of thatnpdal training schedules will be postponed for
February/ March 2010. The training’s eligible pagants are the management of agricultural
cooperatives registered in the Serbian BusinesssiReg Agency that have a minimum of ten
members, registered farming households with a gtrenord of the jointly implemented activities
such as mutual sale, purchase of raw materiaBnddnce of the fairs, trainings, etc. PO specialist
has informed and invited to apply over 35 agriaatwooperatives and cooperative unions that are
Project clients. The Project expects participatmn minimum 20 and utmost of forty (40)
agricultural cooperatives from six targeted sulia@schat will have their managers engaged in the
trainings.
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Task 1.1.6: Strengthen national associations
Activity 1: Expert support to targeted associations.

As part of the planned expert support to targes=beaations, PO specialist has been working on
the SoW for the consultant, and sourcing for thestnsoiitable candidate for this assignment. This
consulting assignment should bring in a foreigroeisdion development expert who can use his
experience and knowledge and offer some practideica and solutions applicable to Serbian
national associations. He should advise assocgatondifferent models of efficient organizational
structure, how to improve their viability and firamg, broaden the scope of member services and
expand opportunities for lobbying and advocacy.gétd clients are recently formed national
associations,Fruits of Serbia Association, Medicinal and AromsafPlants Association, and
Organic Food AssociationFew potential consultants from US that are irdéamally considered
among best experts in this matter have been idetiExperts from the Produce Marketing
Association (PMA), a leading global trade assocrathased in US, were contacted first. However,
due to their busy schedule they were not availablihe first quarter of 2010. This has caused a
small delay in the assignment schedule and williiregengagement of other identified consultant
that is available in February/ March 2010.

Activity 2: Trainings and technical assistance to form new national associations.

During the quarter the Project’s focus with thealepment of new associations was on two groups
of agribusinesses that showed interest in formmmgroodity-based organizations at national level:
(1) blueberry stakeholders from berry fruit sectmd (2) medicinal and aromatic plants (MAP)
processors and exporters from herbs sector. Theg Wentified by Sector Leads as potential key
players and leverage points in targeted sectodsaarsuch an important Project partners in Year 3.

In December, the Project assisted targeted groapadtvance into associations organized in
accordance with the new Law on Associations that fezently entered into forceUntil now
Serbia had the unsuitable legal framework for daioos as non-governmental entities. They were
organizations that could be established only bynahipersons, which disabled businesses as legal
entities to form such stakeholders associationsadficially take part in their activities. Previous
Law has limited a range and amount of businessoéimet profit-making activities that can be done
through the association for the benefit of theimbers. The long-awaited new Law now provides
better regulation of the associations in Serbiawith international standards.

To assist each target group to understand requirsnod the new Serbian Law and successfully
overcome demanding and hard process of formingasseciation in compliance with the Law, the
Project provided specialized trainings and tecHrasaistance through the selected local consultant.
The consultant has conducted trainings on the ipeddssues and various components regarding
application of the new Law. Training participantere instructed how to prepare founding act,
statute, by-laws, and other regulations to the new and get official registration of new
association. Special attention was given to fingnisisues and performance of business and other
profit-making activities through the associatioc@ant.

The Project has organized two of those trainingsupport to formation of: 1) New National
Blueberry Association (on December 28, 2009, ina@acand 2) New Association of MAP
processors and exporters (on December 29, 2008lgrdie).

1 As of November 2009
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1. New national MAP processors association. The training participants were eight leading MAP

processing companies that represent over 60 % eofvéthue chain. Following the training,
participants held a founding assembly meeting afea business association that has been
facilitated by the consultant and Project staffmpanies have adopted founding act and elected
managing board and the president of the new MARcgs®ors’ and exporters’ national
association named ,Serbian Flora®. Primary goah@iv association is lobbying and advocacy
for its members to improve business enabling envirent and change industry-related policies
that affect sub-sector (quota system export praesjiemporary import procedures, quotas for
collection of wild MAP, etc.). Besides that otheraim goals are improvement of herbs
production and processing technology, better mad®tess, market research, and joint
promotional and marketing activities.

. New national blueberry organization. In the premises of Cacak Fruit Research Institite,

consultant conducted training to over 20 bluebestakeholders. After the training, blueberry
stakeholders held a founding assembly meeting ofea national blueberry association,
facilitated by the Project. Blueberry growers amdhted cooperatives, associations, ABDS
providers and input suppliers from across the aguaopted founding act and elected
managing board and the president of the first ugbproducers’ national association named
~Serbian Blueberry”. This umbrella association ddocoordinate joint activities of blueberry

stakeholders in Serbia and work on the improvenwnblueberry production technology,

introduction of new varieties, lobbying for its meens, better market access, and joint
promotional and marketing activities.

The project will provide further help to newly dsliashed associations to prepare by-laws, statute
and other regulations to the new Law on associstiand to get official registration of new entity.

Activity 3: Support to existing national associations

Serbia Organica National Association.
Over the course of the quarter, the Project has peaviding assistance to newly founded National
Association of Organic Food Producers “Serbia Oiggirat many different levels, as follows:

Finalization of National Action Plan for Organic Agulture in Serbia: Together with the
Ministry of Agriculture, Association “Serbia Orgaal’, Austrian Development Agency (ADA),
Slovak AID from Slovakia, Serbian Export Promotiokgency (SIEPA), and German
Organization for Technical Cooperation (GTZ), theojéct participated in the series of
coordination meetings as member of the Working @rfar the implementation of National
Action Plan (NAP) for organic agriculture in Serbibhe purpose of these meetings was to
define roles and determine short term and long f@orities of each organization in support to
implementation of NAP for organic agriculture inrBi@. As a result NAP has been prepared
and timeframes for its implementation set. Sinceso&gtion “Serbia Organica” will be the
most important implementing partner, the Projed thefined a set of activities within proposed
NAP that will be implemented in support to Natioesociation. The Project will provide
direct assistance to association to reregistercbasenew Law on Associations, help with
development of their organization and by-laws, dedigning of long-term strategy to ensure
sustainability. In addition, through grant scheime Project will support organic stakeholders to
get organic product certificate for export and lavarkets, and support association to promote
organics in Serbia and abroad and develop thosketsar
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Joint Export Promotion/ Trade Exhibitiomthe Sales & Marketing team and PO specialist has
been meeting with representatives “8erbia Organica” and German organization GTZ to
coordinate preparations for joint exhibition of thssociation and their members at BioFach
Fair in Germany. This activity will be co-funded bye Project, GTZ, and “Serbia Organica”.
Six organic certified companies, members of the@ason, will exhibit at the association’s
joint booth stand in February 204@or more details see Sales & Marketing quartedport)

Expanding Portfolio of the Program for Internatidn&tandards:New national Association
“Serbia Organica” sent a proposal for inclusionoodanic certification into our program on
international standards. The Association has ifledtia lack of organic certified products as
one of the most important constraints to organadfeector growth in Serbia. In the proposal,
the Association recommended criteria for selectbmpplicants and provided information on
potential agribusinesses that will have interegilttain organic certification. This initiative will
help Serbian food producers to introduce more ocgaertified products, expand area with
organics crops, increase number of new farmersagmitbusinesses involved in organics and
boost exports of organic food. Info/ Policy spastadnd PO specialist has been working on the
criteria for organic certification small grants andlusion of this standard into our program. As
a result the Project incorporated organic standerdoart of recently launched certification
program(For more details see Info & Policy quarterly repo

Making the Association’s Business Pld?O specialist assisted “Serbia Organica”, durhmy t
process of creating an association’s business pliamning session was organized by German
organization GTZ and facilitated by their expert.NM&arion Buley. PO specialist took active
participation as a member of planning working grdeprpose was to help association articulate
and plan their business activities and provisiors@ivices to their members that will assure
self-sustainability.

Fruits of Serbia Association.

Preparations for Fruit Logistica Fair:PO specialist has been coordinating preparatidns o
Fruits of Serbia exhibition at the Fruit Logistiteade fair in Germany with the Sales &
Marketing team. Selection criteria for companiet thill exhibit through association have been
determined and MoU signed with Fruits of Serbiae Hssociation will fund catalogues and
graphics for the exhibition through members’ papttion fee as well as travel and lodging for
exhibitors. The Project will cover costs of booflase rental and desigRair will take place in
February 201@For more details see Sales & Marketing quartedgort).

Anuga Trade Fair Exhibition:The Project supported members of the Fruits ofbider
Association, to have a joint exhibition at Anugade Fair in Germany in October 2009. Nine
processing companies from three sub-sectors, iedoim production of frozen fruits and
vegetables, exhibited at frozen section of the fHinis was the first time for Fruits of Serbia
Association and their members to have a joint akbib at foreign trade fair. As a result, the
association members have contracted sales worth L3Dmillion, of which USD 0.87 million
were executed by the end 2009, mostly to GermanFaech markets. Based on a number of
new contacts made during the fair another USD 2llfom of exports is under negotiations.
Vast sales are expected after 2010 harvest.
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Activity 4: New Baby Beef Cluster Serbia

Key industry players from the baby beef value chakport licensed slaughterhouses, beef cattle
breeders and fatteners, representatives of feasstinyg and research institutions, held an inaugural
assembly of the new national association named yHzdef Cluster Serbia”. They have adopted
statute, by-laws and selected association governaties.Beef sub-sector is facing with serious
challenges in the past years that are now emplthsvitd global financial crisis. Therefore, the
industry sees an association as a way to dealaNithose problems. The Project has been involved
in the preliminary stakeholders meetings for themiog of national baby beef association,
providing advices and explaining types of suppdrattcan be provided to strengthen new
organization. One of the potential activities isnfalation of strategy and branding of the Serbian
baby beef product.
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ABDS & FINANCE — Quarterly Report

October 1, 2009 — December 31, 2009

OBJECTIVE 1.2: IMPROVING ABDS SERVICE DELIVERY
> AcCTivVITY 1.2.1: DeVELOP AN ABDS PrROVIDER NETWORK

Task 1.1 - Develop ABDS network

The Project’s crosscutting activities to build swgply of market-driven services directly to Sembia
businesses will include development of generic mallie chain specific ABDS network. The
Project assisted Enterprise Europe Network (EEN)oiganizing and inviting companies to
International Matchmaking event on 27th of Novembemder the 8th International
Entrepreneurship Fair ,Business Base® 2009 in Belgr Matchmaking event is addressed to
entrepreneurs searching for business partners @anfdbd sector. 29 companies from Greece,
Monenegro, Serbia, Croatia and Germany participatetle event. They had 53 bilateral meetings
where they presented goods and services.

Task 1.2 - Continue work on consolidation — link tacold chain — introducing new technologies

The Project identified and worked with Lagermaxn@alidator company) during Y2 on organizing

consolidator services on the national level in th@nner that provides Serbian companies with
increased opportunities to deliver LTL shipments@npetitive rates. As of July first consolidated
shipments left Serbia to Montenegro, Austria andesother EU countries.

The Project has organized a series of presentabbri®zone generators, a new and effective
technology for fresh fruits & vegetables’ shelklifextension and logistics and consolidation
services performed by Lagermax. The presentatibri®zone generators were delivered by Mr.
Jonathan Caisley, director of Biofresh, UK. In diai, Mr. Zakula, executive director of
Lagermax, has presented to the audience logistidscansolidation services which are also a
necessary step to successfully supply export mankéh fresh produce. The presentations have
been conducted on December 8 in Uzice and Valjéyweanises of respective Regional Chambers
of Commerce, and in Belgrade on December 9, 200Hatel IN. A total of 62 participants
attended the presentations. Besides representatiyes/ate companies, POs and ABDS providers
dealing with fresh fruits & vegetables, officialsof Serbia Ministry of Agriculture as well as
representatives of USAID-funded projects in Bossmal Kosovo attended the events as well. All
the participants showed a lot of interest in leagrabout and in applying this technology in Serbia.
To assist that process, it was agreed with Biofteahthe USAID Agribusiness Project will where
necessary facilitate arranging trial use and/oratestrations of the technology in Serbia. Lagermax
will start to negotiate the introduction of Ozorengrators both in warehouse (with Metro CC) and
in some transportation vehicles with its truckers.

As a result of promotion and cooperation with thejé&t Lagermax reported that they have
successfully transported goods in total amount &DU460.000 to EU, Russia and regional
countries. More than 50 trucks in both consolidaed single company transport regime were used
to ship the goods. The company also reported USB08Gncome in service values.
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Task 1.4 - Prepare and promote new Belgrade Food 8w

During Year Two the Project identified Expo XXI ari8elexpo (fair organizers and stand
constructors) as possible private trade show pessigvho are interested in developing food show
in Belgrade.

Expo XXI and Belexpo have been successful orgasinénvarious tradeshows as of 1995. Today
they are the owners of 2,500rf column free, multi-functional space, having titemn walls to
adapt the hall shape according to specific requergs) high ceilings to hang banners and lights and
underground utilities channels provide technicairmxtions to any part of the hall. They host and
organize 10 trade shows per year. The hall sipeiifect to organize the initial trade show as vee ar
expecting 100 participants in year one.

It is our plan to grow the Belgrade food trade sliothe next three years through service providers
to reach minimum 300 companies from Serbia, foriviegoslavia and regional countries and to
become the focus point for the food industry oftEasEurope.

During the award ceremony for individuals that ssfully completed the business skills training
courses On October 23, 42 companies' represergdiileel in a survey on future activities with the
Agribusiness project. The companies were very mesige to initiatives that are coming from the
project especially the idea of lunching new foodwlin Belgrade.

On December 23, 2009, the Project organized a mpiesen of the future food show in Belgrade

that local service provider “Belxpo” will organizeith our support. All 28 participants expressed
interest in this show which has a working named®&4] (market) in Belgrade” and it is scheduled
for the second half of June 2010. SIEPA, EEN, Ghd €hamber of Commerce also promised
support in many different activities: promotion aaitraction of buyers and exhibitors both local

and international; organization and bringing instiregy speakers for the conference part of the fair;
financial support for marketing activities. “BelXpannounced that all information regarding the

show will be available on line as of Feb. 1, 20hCGfweir website.

We scheduled next meeting for the end of Januafy) 2Ghere we will present the fair website,
logo, media plan and introduce our consultant wiypsse to arrive to Serbia at the end of January.
The consultant will work both with the fair managamh and companies to form functional
partnership and to organize "Pijaca in Belgraddghebest possible manner.

Task 1.5 - Management training - capacity buildinoand promotion

During the Year Two the Project has successfuljanized business training program emphasizing
several themes: Professional selling skills, Irdéggt marketing communication, strategic and
business plan development, finance for non finane@agers and business networking and trade
shows. While creating the program we expected ttttompanies which attend the trainings will
be in position to set the proper business stratbgyter promote themselves at the markets,
understand market needs, increase sales/expoitige ubputs, improve image and rating, gain
easier access to bank loans, and make strategsgatecmore wisely.

On October 23rd, the Agribusiness Project organiaedaward ceremony for individuals that
successfully completed the business skills traintogirses. In total, 103 individuals from 45
companies (representing all six subsectors), havepteted the training and have rated it very
highly. On behalf of USAID, Mr. James Stein handeér the certificates to representatives of the
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companies that sent individuals to this traininggsam. Mr. Stein commented at the ceremony that:
"USAID has supported your training because we wantot help Serbian agribusinesses in their
efforts to become more competitive in regional andnternational markets. Our goals of
increasing employment in this vibrant sector of theeconomy can only be achieved by
expanding exports and investments in this sector.Forty-two company representatives were
present at the ceremony. These companies havevbegeresponsive to initiatives coming from the
Project, and they are looking forward to futureibess training events organized by the Project.

42 companies' representatives were present aetieenony and while there they filled in a survey
on future activities with the Agribusiness projeihe companies were very responsive to initiatives
that are coming from the project and they suppoftether trainings in particular negotiation,
business leadership and time and self managemieatpibject will work with service providers as
of February 2010 to conduct further trainings iterested fields.

Task 1.7 — Improve feed and Al of Livestock and Day cows

During the dairy and beef value chain assessmangear one of SAP, the program diagnosed the
dynamics in the dairy and beef industries. It tdmd a clear segment of both the dairy and beef
industries where project assistance would contioutoster growth in the subsectors, addressing
key constraints to growth, while also protectinggon the more isolated rural areas. In the dairy
subsector, the project had identified medium sdaiees with potential to formalize and compete
at a regional level inside Serbia, focusing on tamnsts at both the dairies and in their supply
chains. In the beef subsector, the project hadtiiikxd the constraint of insufficient supply of
animals (total tonnage of supply) into the morenfak slaughterhouses, and to concentrate on
improving the supply from medium to large scaleflfaitening operations.

The purpose of this assignment was to carry otihéuranalysis into the overall issue of increasing
the quantity and quality of supply of milk from slthalder dairy farmers to the target dairies and
beef to the slaughter houses. Earlier analysesdeendified possible market failures in the supply
of a number of services for livestock, in particute feed and artificial insemination, which were
limiting productivity and the quality of supply d@foth beef and milk. The research clarified the
nature of these constraints and the reasons fom#r&et failures, within the larger framework of
the overall value chains and markets for thoseisesy During the analysis, it rapidly became
apparent that the market failures in these two safé@ed and artificial insemination) are not
extreme, but the problem rather relates to thegmateon of the whole set of services, linked to the
increasing formalization of the dairy industry.

Dairy section:

The model will need to be tailored to the needthefeach participating dairy, based on what they
are already doing, the nature of their suppliestaeir growth aspirations and business model.
Elements to go into the model include:

» selection of farmers by the dairies (in conjunctath dairies);

» training of service providers;

* model farms (from the initial 50 that were in pha3dinked into a farmer field day program
(products from the service providers);

» introduction of benchmarking tools — either hargyor software (see model from Vet
Center) that can provide profitability-financiafenmation, as well as quality information to
the farmers and allow them to track their progpess.
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* introduce simple tools and technologies that cdrarce the knowledge of the farmers and
their ability to track issues they are facing.

» introduce a farmer producer organization develograemponent to work in tandem with
the pilot project being operated by the grantee.

» establishing a financial solution including dairiEgmers, municipalities and banks. This
will include a combination of the solutions below:

o A commercial finance solution must be one of theams offered, most likely
through linking the farmers to the government gasea/subsidy program which is
being run by 23 commercial banks;

o Promoting embedded finance, using the dairies @sgers of primarily short term
(though in some cases longer term) finance;

o The project will not provide any direct financetbe farmers, but will provide a
grant to manage the overall framework and facititat

= overall facilitation of the activity;
= funding for field days; and
= identification and training of SPs.

Livestock section:

The project’s original value chain assessment ldmhtified the opportunity to increase beef

production for more export to the EU to meet Séshamota and to bring down the price of beef in

Serbia. The main challenges in the beef sectotiedeto the structure of supply of meat into the

formal slaughterhouse system, starting with thenahfattening. The analysis identified the main

slaughterhouses as key points of leverage to hinkk & large number of farmers with medium to

large scale animal fattening operations, i.e. thegk more than 10 head of cattle. Such farms,
which are treating animal fattening like a businese more susceptible to responding to economic
incentives and are likely to invest in improvingithproduction. Three main problems affect the

industry:

* There is a shortage of calves coming into the $lmrgouse system for fattening in general,
which will tend to be a systemic challenge, unkes$ear, economically viable solution is
identified;

» cash flow constraints are greatly handicappingltve of cattle through the formal system;
and

» there is inefficient fattening of cattle on thed&ss; it is both slow and more expensive than
it needs to be.

There is a very strong overlap between the daidusiry and the beef industry. The economic
rationale for keeping cattle in Serbia is tied tdknproduction and the vast majority of cattle
entering the meat market are from dairy farms. aB@resent, the beef industry in Serbia is
essentially a by-product of the dairy industry.isTirings many constraints for beef. The cash flow
constraints occur at the two main functions ingbpply chain for varying reasons:

* Small farmers are rarely linked to financial seegicso they have limited working capital to
invest in their feeding operations.

* The recently privatized large and medium slauglueskes have invested much money in
improving their facilities. At the same time, thase trying to control the entire supply
chain.
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The following areas provide opportunities for th®jpct to address the key constraints with the
leading firms supplying the industry. The projecalready working on some of these, but not yet
in other cases. In many cases there is an ovevitipthe Dairy support activities, which will
improve the synergy between project components.

(0]
(0]
(0]
(0]

(0]

(0]
(0]

(0]

(0]

(0]

(0]

Next Steps

Slaughter/Processing:

improved efficiency of slaughtering/processing\atés;

increased value added in meat products;

improved sales prices for beef that is being predund exported (better markets);
improving their financial capacity through betterisiness management practices

Animal fattening — lowering cost of production

improve farmer understanding of the fundamentath @i business, benchmarking
of costs, and ways to reduce expenses;

increase efficiency of feed conversion with exigtanimals

Introduce improved breeds of animals being useth®Beef sector — for example
Angus is 8% more efficient than Simmental

Upgrading the facilities where the animals are péiept to improve animal health;

Supply of calves:

Improve artificial insemination rates in the daimgustry to generate calves more
frequently

Strengthening ties between fattening operationglaado the larger dairy farms
integrating them into the animal fattening chains.

Improved financing arrangements within the industry

Farmers with fattening operations to access loaestty from banks, rather than
slaughterhouses (free-up slaughter house monekdorcore business).

» Identify more of the larger slaughterhouses;

» Carry out an evaluation of the impact of the tragsi that we have already implemented
through Agrar Kontact

* We have a 250 farmer database from Agrar Kontagpand on this to develop a better
database, with greater set of contacts in sector;

» carry out a survey of 25-30 of the animal fatteropgrations. Survey purpose will
determine:

(0]

O O0OO0OO0OO0OO0OOo

o

actual issues of productivity on the farms (fedtieincy, diseases)

sources of inputs used to feed the animals

profitability

trends on the farms (increase/decrease in size)

sources of advice and assistance (embedded fraghdé&x houses

incentives to which the farmers will respond -vihg) forces.

major problems they are encountering.

determine the internal management tools that thedes use to track efficiency of
production (growth charts? benchmarking? daysnishied product?)

Design an activity similar to that which was cadraaut in the dairy sector this past
year that will serve as an action/research prognacneasing productivity on a
targeted number of farms linked to different typéslaughterhouses (firm contract
relationships as well as independent suppliers).
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Issues in the Artificial Insemination Industry

Improved artificial insemination will lead greatproductivity in both the beef and the dairy
industries. Successful, appropriately timed, insaton will reduce the number of days that cows
go without milk, increasing their annual yield, andl also speed up the reproductive process for
producing calves to supply the fattening industfyvo important aspects of the Al industry are (1)
insemination to keep the cows lactating, and (2jraging the quality of the herd through improved
breeds. This latter is usually less of a focustiier small farmers, while it is critical for therde
farmers.

There is a steady supply of Al semen to the farraasa fairly well structured for the delivery of
the service, which is in the process of (officiplgxpanding as the new legislation will allow
technicians and on farm staff to do Al inseminatidgth proper training and certification (but these
services are already being delivered by technictana regular basis according to some sources).
There are some inefficiencies in the system, betall; there is a solid demand for and supply of
services.
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YOUTH & GENDER - Quarterly Report
October 1, 2009 — December 31, 2009

Component 1: Increased Efficiency & Competitivenes of Agribusiness
OBJECTIVE 1.4: YOUTH ENTERPRISE PROGRAM
Introduction

One of the main objectives of the Project in Yeds 30 institute a sustainable entrepreneurship-
based program that encourages new ideas, fostersnation sharing, and strategically prepares
youth for success within the Serbian agricultueatsr. The approach will be to work together with
educators, students, parents, government, commandyagribusinesses to integrate the concepts
and principles of sustainable development into atiacal policies and school curricula that will
enable student and teacher education across Serbia.

Implement the second round of the best Business Rl competition
The Project Youth Director and Sector Leads reviewee submitted Business Plans, and
made a preliminary list of potential winners (o@it2d plans, 12 have qualified for further
evaluation). Marketing, Grants, Procurement andrénmental specialists will continue the
process in Q2. Once completed, the Project willanize a public event to award the
selected grantees and proceed to procurement groces

Introduce Junior Achievement (JA) programs in highschools
The Project intends to issue a grant to the Juhotiievement Serbia (JAS) to introduce its
programs in 25 specialized Agriculture high schamtsoss Serbia and work on teacher
involvement in the entrepreneurship curriculumsS J2oncept Paper has been approved by
the COTR, and the Grants, Procurement and Enviratahspecialists will complete the
grant awarding process in January 2010.

The services that JA provides to the participamslude: curriculum that has been
developed internationally and modified to the Sambtontext, teachers who are trained
annually in JA methodology, as well as the oppatiemto 1) participate in challenge days
and nationwide competitions, 2) compete for a gpothe team that will represent Serbia in
Europe-wide competitions, 3) join the JA Serbianaiu organization, 4) participate in an
international event in Belgrade in April 2010 whiehll feature the involvement of JA
programs from more than 20 countries, and 5) iatiegnto European institutions.

Advance Internship Programs
In addition to continuing activities on the Intenis Program among the high school
students, the Project plans to expand its focubdauniversity students. It was agreed with
the PPES and JAS programs to get involved moreedgtin the process of selecting and
preparing students and companies for participatinge Internship Program.

Annex 3 - Cross Cutting Activity Reports Page 16



USAID Serbia Agribusiness Project — Quarterly Report — Oct-Dec 2009

OBJECTIVE 1.5: OTHER CROSSCUTTING ACTIVITIES
> AcCTivITY 1.5.4: WOMEN ENTREPRENEURS IN AGRIBUSINESS

The Project will continue assisting selected growpbs
unemployed women in becoming future entreprenaur
agribusiness. The Project’s partner Agropress siiibana
grant application for continuation of the “Wom
Entrepreneurs in Agribusiness” program, generaihitrg
in basic management and marketing skills, as wsllfg
specific training in financial management, labod aax
law, competitive pricing and networking.

Within its Year 2 training (March-August 2009 ; :

Agropress managed to involve 125 women in 6 regairSerbia. To measure success, Agropress
conducted a random phone survey of 35 participamd,the following results have been reported
in this quarter (thanks to participation of thesenwen in the training funded by our Project):

1. Sladjana Stankovic has acquired a new tractor (82),using the Government subsidy to
spread onion production.

2. Duska Petrovic founded association “Horizon” folomotion of cheese from southern
Serbia. She also plans to purchase more land azreéate a mini-farm of milking cows.

3. Jelena Stojkovic is in the process of constructiqyivate cold storage and is also taking a
lead in establishment a local association of afjtical producers.

4. Dusica Basaraba spread production by planting sareof apples and cherries and also
bought a tractor.

Ljiljana Mihajlovic spread production by plantingolhectares of apples.
Milica Viomirov took a commercial loan of $2,000rmaintain current production.
Borka Malenica took a loan of $1,500 for irrigation

© N o O

Snezana Miletic founded the Association of WomenAgriculture which has officially
participated at the Agricultural Fair organizedirusevac in September 2009.

9. Snezana Kalabic expanded gentian production byctssa

COTR technical concurrence has been granted foPmject to cost-share organization of the “Fair
on Rural Development and Women Entrepreneurs ibiginess” in Kragujevac to be coordinated
by Agropress late January 2010. The fair will lhsee days and will consist of an exhibition where
the exhibitors will be agricultural producers, shedd medium enterprises, associations, service
providers, etc. and specialized conferences on ftilowing topics: “Balanced regional
development of agricultural sector and women in theal areas” and "Agriculture and the
education system”.
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ENVIRONMENT — Quarterly Report
January 1 — March 31, 2010

l. Introduction & Summary

Over the past quarter, USAID Agribusiness Projdfires related to environmental issues were
focused on ensuring Project’'s compliance with emmental Regulation 16, along with

implementation of the Pesticide Safety & Environtaéizducation/Certification program, and the
Cleaner Production/Technologies program as laidrotite Year Three Workplan.

The Project has recognized that most initiativelatinee to the integration of environmental
concerns in agriculture are being carried out aallsisolated activities, and many are still at the
pilot phase in Serbia. The scale and scope oktlesvities reflect the limited capacity of the
implementers and the decision—makers, and the glesense is that these projects are difficult to
initiate and the results have been mixed. Moreabare is now recognition that to have any real
impact these activities involve a lengthy processctv seeks to change the perceptions of those
whose responsibility it is to improve the statusha environment in Serbia. Therefore, the USAID
Agribusiness Project has developed a Strategy Hapéne implementation of the Pesticide Safety
& Environmental Education/Certification (PSEE-SSApgram. The PSEE Strategy was approved
by the Ministry of Agriculture (MAFWM) as a basisrfachieving the main goal of the Program,
which is to strengthen the Ministry’s technical aepies through the establishment of a critical
resource mass (ie a trainers network) for the adgweént of a sustainable national SPU educational
system. The Environmental Monitoring and Integiie®eil Fertility management Activity was also
completed during this reporting period.

[I.  Activities Planned & Implemented During the Period

Peny6auka Cpbuja

Component 1: Increased Efficiency & Competitiveness of Agribusingss | mmerspersossome coegne u npocopior mammpaes

WU3BELUTAJ O CTAHY 3EM/BULLTA
Y PENYB/IULIU CPEUIN

1) The Project continued to implement the Envirental Monitoring
and Integrated Soil Fertility Management Activityhich was started in ..
the previous reporting period, by recognizing tleéeptial to acceleratd §
the delivery of technical assistance and infornmatio The USAID | =
Agribusiness Project prepared the first for Serbjort on the status o
agricultural soils and environmental monitoring $erbia. Given the
significant pressures on natural resources in 8ethe dynamic state of
the environment demands information that is batfely and accurate
As detailed in the Year Three Workplan, taking adage of this demand =
required close collaborative relationships with Hbodhe Ministry of
Agriculture, and the Ministry of Environment andaipl Planning, to
coordinate public messages and environmental palieypcacy.

The printed report, Soil Status in Serbsaould serve as a tool for the efficient use athdn soll
resources (including data on the profitability gmoductivity of the agriculture sector). It also
examines issues such as a) competitiveness, elypea regards the agricultural sector’s
contribution to the nation’s wealth, and b) thebilitsy of farms, related to the potential for farns
survive in the market, including the diversificatiof sources of income within farming. The report
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also brings asocial dimension which is called equity — meanirgglifal opportunity” — both
territorially (between rural and non-rural areas)l ssector-wise (between agriculture and other
economic sectors), and between men and women isetier. The issues considered under this
report are also opportunities for use and farmacsess to resources and social services, and the
human capital and its characteristics. The enwm@mtal dimensionof the reportconcerns
management and conservation of soil resources,ciadlgefocusing on the protection of soll,
showing the pressure of activities such as livéstagsing, the use of fertilizers, plant protection
products, and other polluting substances. Thewelip activity planned for next quarter is report
dissemination to USAID Agribusiness Project parshand the wider public.

2) The Pesticide Safety and Environmental Edungivategy paper was prepared by the Project’s
Environmental Specialist, and approved by the MAF\&W&/a basis for achieving the main goal of
the PSEE Program — that is to provide technicaist@s®e to the Ministry to strengthen their
technical capacities through the establishmentafteal mass of betiides Safets and Environmental Education/Certifction
resources (technical trainers) for the developroémat sustainable " Program Support Actions

national educational system. In order to facilitide development
of the PSEE infrastructure in Serbia, the Projés developed a
program of support actions for the PSEE task thditmake up
the causal chain in the relationships between algui@l
production and the three dimensions of sustairtgbilinder
consideration ( environmental, social and econaimneensions).
Implementation of the program of PSEE support astiovill
begin in the following quarter of the current Pabjgear.

3) The USAID Agribusiness Project reached agre¢mh the
Ministry of Environment and Spatial Planning, (tli&deaner
Production Department) on the development of anremess :
raising program on the benefits of Cleaner Produactechnology, enV|ronmentaI and integrated
management systems, and product related measumssi@inable business development, which
will support the Agribusiness Project's Year Th@deaner Production Technology program.
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USAID Serbia Agribusiness Project
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AG INFORMATION & POLICY — Quarterly Report
October 1, 2009 — December 31, 2009

Component 2:  Improved Enabling Environment for Agribusiness

OBJECTIVE 2.1: IMPROVE CROP & LIVESTOCK PRODUCTION ESTIMATES, MARKET PRICE
INFORMATION , AND PROVIDE SUPPORTING STUDIES TO THE GOS

Task 2.1.1: Strengthen the Serbian System of Markéhformation in Agriculture (STIPS)

The Agribusiness Project, in cooperation with thenistry of Agriculture continued with
implementation of the project for improvement ok thgriculture market information system
(STIPS) (www.stips.minpolj.gov.rs which was initiated during the Year 2. The pobjeonsists of
two components: 1) Program “Market analysis, wtian of information from STIPS and basics of
marketing” encompassing interactive seminars ankstmps for farmers in 18 reporting centers
for STIPS (during the period May 2009 to Februa®l @ and 2) improvement of software of the
agriculture market information system.

Activity 2.1.1.1: Over the quarter, the Agribusiness Project workél the STIPS Working Group
and the ABDS provider “Agromreza”, on implementatiof the project “Market analysis,
utilization of information from the STIPS and basiof marketing”. The experts of the ABDS
provider “Agromreza” held six educational seminatsout the agriculture market information
system, basics of marketing of agricultural produahd latest developments in the agricultural
market in Serbia and in the region. The seminarg\weld in Novi Sad (October 16 and 17, 2009),
Pancevo (October 21 and 22, 2009), Sombor (NoverhBeand 14, 2009), Sremska Mitrovica

(November 20 and 21, 2009), Subotica
(December 11 and 12, 2009) and Zrenjanin
(December 17 and 18, 2009).

More than 150 farmers analyzed the
developments in the agricultural markets in the
region and in Serbia, based on the information
available through STIPS. Specific emphases
were given on analysis of the agricultural
markets for commodities produced in regions
in which seminars were conducted. Also,
farmers were thoroughly trained in the use of
information  available  through  STIPS,
including information type, structure, manner
of accessing information, and analysis possibledas the available information (e.g. formation
of prices, price structures, alternative markets] #ends in supply and demand, optimal prices of
inputs and commodities, production volumes, maskieplus, etc).

The experts of the ABDS provider “Agromreza”, witte assistance of the Ministry of Agriculture
and Agribusiness Project have developed the eduztmaterials for seminars that encompass: 1.
Informational booklet on STIPS; 2. brochure Mamkgtiand Promotion of Agricultural Products;
and 3. brochure Agricultural Product’s Market. Theblications are also available at the Project’s
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website:http://www.agrobiznis.net/serbian/30/resur3ihe photo above shows one of the education
publications prepared for the seminars.

Activity 2.1.1.2: The framework for the implementation of the secoachponent of the project for
improvement of STIPS is set by the Memorandum owp€aation signed by the Ministry of
Agriculture, Agribusiness Project and the ABDS pdev Radionica Krug in September 2009.
During the quarter, the ABDS provider “Radionicall®” completed work on improvement of the
agriculture market information system’ software.eThork encompassed the following: 1.
reorganization and redesign of the STIPS websitejntprovement of the news system; 3.
rebuilding the online price database system; ardkdelopment of the client server application for
report analysis.

In order to facilitate work with the improved systethe ABDS provider “Radionica KRUG” held a
two-day training (pictures above) on features & tlew software for 25 stakeholders directly
involved in operation of the system. The trainingsworganized in the period October 12 to 14,
2009 at hotel WAI TAIl at Zlatibor. STIPS reportdrdm 18 extension offices, designated as
reporting centers for STIPS, managing authoritesSTIPS from the Ministry of Agriculture and
Institute for Applied Science in Agriculture (IPM)ere informed about the modifications made to
the STIPS software and database, trained in theerayase, data entering and generating reports
based on the modified software and STIPS databasaddition, participants conducted the SWOT
analysis to determine the directions for furthestegn improvement. The information about the
training is also available at the website of theistry:
http://www.stips.minpolj.gov.rs/article.php?sid=B&mode=thread&order=0

Task 2.1.2: Organize targeted agricultural studiesurveys

Activity 2.1.2.1: Study on Impact of Weather Conditons on Agriculture in Serbia and
Modalities of Anti-Hail Protection

During the quarter, the Agribusiness Project’s @polteam conducted preparatory activities for
development of the Study on Impact of Weather Giaomth on Agriculture in Serbia and Modalities

of Anti-Hail Protection. Preparatory activities engpassed development of the initial scope of
work for the study, meetings with the representatiof the Ministry of Agriculture, representatives

of IFC and experts in hail protection. More thorbwgork on the study is expected during the next
two quarters, as planned.
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OBJECTIVE 2.2: FACILITATE LEGAL, PoOLICY , AND REGULATORY REFORM

Task 2.2.1: Study on the Impact of International Iriegration of Serbia on Agricultural Sector

During the quarter, the Agribusiness Project’s golieam conducted preparatory activities for the
development of the Study on the Impact of Inteoval Integration of Serbia on Agricultural
Sector. The preparatory research activities encesguhgathering of the necessary documentation
including texts of the agreements, compiling of éxeel sheets containing parallel information on
MNF tariffs, SAA tariffs, tariffs and tariff rateuwptas under the free trade agreements and most
recent trade data per tariff headings, as wellea®ldpment of the initial activity overview. Since
Serbia started unilateral implementation of theerimi Agreement on Trade and Trade-Related
Matters as of February 1, 2009, and on Decemb26@9, the EU made a decision on unfreezing
the Interim Trade Agreement, the Agribusiness Rtggolicy team prepared overview of the SAA
and Interim Agreement, outlining general informatiand implications from application of these
agreements. The document has been publicizededArthect’s website:

http://www.agrobiznis.net/documents/RS _Overview%2R0the%20SAA%20and%20Interim%20Agreement. pdf

More thorough work on the study is expected dutirggnext two quarters, as planned.

Task 2.2.2: Preparation of the Guide Book on Inteaation of Serbia to the EU and CAP

The Agribusiness Project’s policy team developeel #dativity overview for preparation of the
Brochure on Integration of Serbia to the EU and CAP cooperation with the Ministry of
Agriculture. The brochure outline has been agre#ll the department for EU integrations of the
Ministry of Agriculture. The main purpose of theobhure is to make the EU issues as closer as
possible to the average Serbian farmer, and to nfekeers more familiar with the rules and
obligations within the European single market ie field of agriculture. The brochure will provide
information about the Common Agricultural Policytbe EU, status of Serbian integrations to EU
and main effects of integration process on thecafjtral sector. In addition, the brochure will
focus on farmer’s rights and obligations arisingnirthe upcoming EU accession and will give an
overview of the system that will be in place in texession period and at the time of Serbia’s full
EU membership status. This will include perspestivdé the agriculture direct payments, rural
development policy and market mechanism measuiigsjnention to prepare Serbian farmers for
the expected impact on their budget and plannimgddition, the brochure will provide answers to
specific questions and concerns of farmers witlamggo the implications of the integration process
on agricultural sector. The Agribusiness Projeptscy team is now in the process of selecting the
appropriate consultant that will be responsible gogparation of the brochure. The work on the
brochure will continue during the next quarterpksined.

Task 2.2.3: Provide support to legislative and paty reform coordination

» The Agribusiness Project launched the Program @ip8u for Agribusinesses in Serbia for
Improvement of the Food Safety and Quality System®ecember 21, 2009. The primary goal
of the Program is to enhance the process of inttimlu and certification of international
standards through provision of professional andarfoial assistance. This Program will
contribute to the improving the quality and comipetness of Serbian agricultural products,
and thus facilitate their sales in the world marlkainds from this Program will be designated
for financing up to the 50% of the costs for cotiagl services and up to the 70% of cost of
certification services for the following standards:
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good agricultural practice in accordance witlobalGAP standard;
environment management systd80 14001

food safety management systel8© 2200Q

organic production ©rganic;

market specific standard$:S andBRC.

arwnE

The deadline for submitting applications is Mar¢2@10. The Project distributed information
about the Program to various national and localimdd=ED and USAID offices, Serbian and
Belgrade Chambers of Commerce. The Program has $tegctured based on the survey of
potentially interested agribusinesses about tHairgpand expectations regarding introduction of
international quality and safety standards to theisinesses. It has also been agreed that the
representatives of the Ministry of Agriculture wihrticipate, as a non-voting member, in the
meetings of the Reviewing Committee that will ewdéuthe received applications under the
Program. In addition, representatives of the Agibess Project will have the same role in the
program on international standards for 2010 thall Wwe launched by the Ministry of
Agriculture. Relevant Program documentation is lakdé at the Project’s website:
http://www.agrobiznis.net/serbian/31/nabavke/

» The Agribusiness Project's Senior Policy Advisorswaominated as the member of the
GlobalGAP Working Group established on Decembe20D9 by the Ministry of Agriculture.
The Working Group has been formed following thetiation of the Swiss-Serbian Trade
Cooperation Program on Technical Assistance irFiteal of GlobalGAP. The Working Group
should facilitate coordination of activities reldteo GlobalGAP and other quality standards;
develop the strategy for introduction of the qyaktandards within the farming community;
address the priorities, needs and concerns of farared agribusinesses with respect to quality
standards; and potentially become the GlobalGAFoNal Technical Working Group. The
chairman of the Working Group is the representatb¥ehe Ministry of Agriculture, while
members encompass representatives of donors, erpaervice providers, large-scale farmers,
processors, representatives of the extension seand the Accreditation Body of Serbia. The
GlobalGAP Working Group will meet at least semi-aalty to review the implemented and
plan future activities regarding this standard

» The Agribusiness Project's Senior Polig
Advisor and Berry Fruit Sector Leafl
participated in the sixth RCI Agribusineds
Workshop that took place in Skopjg -
Macedonia on November 10, 2009. More th -
30 participants representing the USAIB
missions and agribusiness projects frg

Macedonia, Bulgaria and Serbia, UND
Serbia and service providers from Bulga
attended theworkshop.

The discussions covered four main topics: regionatket information systems in agriculture;
preparation for EU accession; enhancing regionglods; and information exchange. The
Project’'s Senior Policy Advisor presented the Serbexperience with market information
system in agriculture and Project’s activities tdv@nce this system; as well as policy measures
identified in the Study on the Impact of Global Bomic Crisis to Serbian Agribusiness as a
suitable tool to mitigate the negative effectshaf trisis.

Annex 4 - Enabling Environment Report Page 4



USAID Serbia Agribusiness Project — Quarterly Report — Oct-Dec 2009

» The Agribusiness Project’s Senior Policy Advisosisied the Ministry of Agriculture with
drafting the answers to the Australian questioosix@d in the course of accession to the World
Trade Organization. The questions were receivedviig the 7" Working meeting Party on
accession of Serbia to the WTO held in July 200G@meva. The questions have primarily dealt
with the domestic support programs and export sligssiin agriculture during the accession
period, import licensing procedures and techniegutations in agriculture.

» The Agribusiness Project’s policy team preparedrimition on the Memorandum on Safety of
Plant Products Exported from Serbia to Russia. Nleenorandum prescribes that shipments of
plant products exported to Russia must be accoragamith the report on the laboratory testing
on levels of pesticides, nitrate and nitrite res&lun plant products, and fulfill safety
requirements prescribed in the Russian legislatibime Project, in coordination with the
National Association “Fruits of Serbia”, informee@rBian fruit growers and exporters about the
requirements prescribed in the Memorandum, autédrilaboratories eligible to perform

controls, as well as Russia . e

. . [ e =N '!‘
requirements with respect to allowdd {j:=-n  (SUSAID SERBIA
levels of residues of pesticides Neteetiy
. . . . Business Potential in Serbian Agriculture
nitrate and nitrite residues in pla e r———

product.

» The Agribusiness Project and the
Ministry of Agriculture jointly
prepared the promotional video d
Serbian agriculture that presen
potentials of the agricultural sectof,
focusing on comparative an8
competitive advantages of Serbian agribusinesses. plirpose of the video is to inform all
relevant stakeholders on the features of the agjniess and widely promote the potentials of
doing business in Serbian agriculture.

-

Nemanji 1100 de
Info center: (+381) 11i 1960; (1 11/ 260 - 7961
wi j.gov.s

In order to facilitate further dissemination of Wideo the Project funded preparation and cover
design of 2,000 DVDs with the video through theestdd service provider Klik Print. The
Ministry of Agriculture will use this video to pramte Serbian agribusiness at the"75
International Fair “Green Week”, which will be hald Berlin, Germany in the period January
15 to January 24, 2010. The Ministry of Agricultuvall continue using the video at
international and domestic fairs, investment cariees, workshops, seminars and bilateral or
multilateral meetings with representatives of fgregovernments, or ministries of agriculture.

» The Agribusiness Project took part in the four-d@yference entitled “Improvement of the
Extension and Advisory Work” organized by the Esien Service of the Ministry of
Agriculture, IPN and USDA in the period DecembetolDecember 4, 2009 at Zlatibor. The
Project’'s COP presented initiatives and activibéshe Project aimed at developing sustainable
agriculture service provider's network, and viaklabling environment that would enhance
competitiveness of Serbian agribusinesses. Mora thB0 representatives of agricultural
extension offices from Serbia, USA, EU and the argiUSDA, scientific institutions shared
their views on the modalities for organization amgprovement of the extension and advisory
work. In addition, the Senior Policy Advisor hagr@sentation on Project’s policy related work,
enabling environment and agriculture policy measatethe Counseling of Agro-Economists of
Serbia. The purpose of the counseling was to disthes agrarian and rural policies in Serbia,
sustainability of implemented measures and propagearian policy measures to be
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implemented during 2010 to the Ministry of Agriaui, as well as to celebrate the World Food
Day.

» The Agribusiness Project worked with the MinistfyAgriculture, National Association Serbia
Organica, GTZ and other donors on development ef Nlational Action Plan for organic
production, outlining specific goals and activitiaBned at enhancing organic production in
Serbia. During the quarter, the Project took partour coordinating meetings/conferences for
development of the National Action Plan. The Progmammitted to provide support in the area
of policy measures, association development, miaugketnd promotion in organic production.
In the policy area, the Project will cooperate wathrelevant stakeholders to remove limiting
requirements related to importation of fertilizéws organic production and regulate the process
of certification of organic production. In additioim cooperation with the National Association
Serbia Organica and GTZ, the Project will prepdre guide for organic operators (farmers,
processors, traders, including exporters) on lativa& requirements in organic agriculture. In
order to enhance the organic production, the Prapetuded Organic Standard in the ongoing
Program of Support for Agribusinesses in Serbialfoprovement of the Food Safety and
Quality Systems initiated in December 2009.

Task 2.2.4: Support policy implementation

Activity 2.2.4.1: Warehouse Receipts (WHR) -During the quarter, the Agribusiness Project
worked with the Ministry of Agriculture on defininpe framework for full implementation of the

warehouse receipts system in Serbia. Several ngsetook place during the quarter gathering
representatives of all parties interested in supmprthe WHR system, namely, Ministry of

Agriculture, FAO, EBRD and USAID. It has been agtdhat the future work will be structured

around nine modules of activities that would fuilile following tasks:

1. Provision of the technical assistance to the Mipistf Agriculture and training the key
government stakeholders in order to (a) finalize #stablishment of the WHR system
structural components (licensing and inspectiodeimnity fund, electronic register for the
warehouse receipts) and (b) develop strategy atrddince support measures for future
development/expansion of the WHR system;

2. Creation of the necessary knowledge base withindbal financial community to enable
WHR-based large scale financing on a and provigexpnity for the EBRD to cooperate
with local commercial banks on earmarked credédifor WR financing;

3. Increasing the awareness of private sector paatitgp — farmers, traders, warehouse
operators and processors — on the benefits of WiHR system and help them develop the
necessary knowledge base for a proper utilizatidhesystem.

More concrete work on the WHR system will occuridgithe next quarters, as planned.
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GRANT PROGRAM — Quarterly Report
October 1, 2009 — December 31, 2009

Component 3: Program Management & Administration

OBJECTIVE 3.1: AGRIBUSINESS GRANT PROGRAM

» AcTiviTy 3.1.1: ESTABLISH & MANAGE THE AGRIBUSINESS GRANT PROGRAM

Pursuant to the Task Order (page 9), the Grantsuklamas been updated so as to assure
consistency with the strategic objectives of theildusiness Project in Year Three, and with
the approved budget realignment. The updatedarefsas been included as an annex to the
annual work plan submitted to USAID for review aagproval.

Revisions in the Grants Program were primarily elnivoy the current financial crisis, and the
resulting unfavorable business environment for mevestments (high interest rates, lack of
credit programs for agribusinesses, reduced su#ssior agribusinesses, etc.). Accordingly,
the Project has decided to use the grant prograadéguately address these issues in the
selected sub-sectors, and develop the capacityodiiper organizations and ABDS providers
for delivering general benefit services to theimmbers and clients. Despite the revisions to
the Grant Manual, the Grant Program continues toathministered in accordance with
provisions contained in ADS, Section 302.5.6, “Gsddnder Contracts,” ADS Chapter 303,
“Grants and Cooperative Agreements to Non-Governah€rganizations,” and/or within the
terms of USAID Standard Provisions applicable taiNbS. Non-Governmental Recipients.

During the reporting period, the Agribusiness Rrbgrants review committee approved 23
investment incentive grants with total grain furgliof $397,402. With these grants the
recipients plan to invest an additional $714,828heir own funds to complete the activities
proposed for these grant programs. In additiothése 23 grants, an enabling grant concept
paper, with a total budget of $21,000, has recemediminary approval. Following this
preliminary approval a detailed grant applicaticasvgubmitted at the end of December.

To date, the grant review committee has approveated of 74 grants. Twenty grants have
been successfully completed; ten grants were cdatplduring the reporting period, and
details regarding these grants are included indédion of the report. Unfortunately, three
vegetable growers and an agricultural cooperatwbpse grant applications for the
introduction of GlobalGAP were approved for fundingancelled their grant agreements
during the quarter. In summary, there are curyeb@l approved grant-supported projects
(including seven youth grants) in various stagesnpiiementation, and which are scheduled
to be completed between January and June 2010.seTgeant-supported projects are
primarily designed to support the marketing andywtion of Serbian food products, as well
as introduction of international food safety anadlgy standards.

» AcTivITY 3.1.2: AWARD INVESTMENT INCENTIVE GRANTS TO CLIENT FIRMS

During the reporting period, the Agribusiness Rebgrant review committee approved 23
grant applications submitted in the previous quafte the investment incentive grants
scheme, which was specifically designed to supmanketing and promotional efforts. The
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approved grant applicants expect to utilize gramd§ totaling $397,402 (which represents
35.7% of the total activity costs) for the desigmew packaging for various purposes. The
grant programs include the following activities:

New packaging and labeling to allow companies tfi 8lom bulk to retail sales;

New marketing and promotional materials to folloemwnmarket trends;

New logos and visual identities for companies, tear products;

The design of marketing materials for both the expnd domestic markets e.g.
catalogues, leaflets and other promotional material

Website design and other activities aimed at immg\vthe marketing and promotional
activities of agribusinesses.

YV VVVYV

Based on the grant proposals, it is expected theset 23 agribusinesses will generate
additional revenue totaling $11.2 million, and tlvéil create 210 new jobs.

Pursuant to USAID approval requirements, InformatiResource Management (IRM)
approval must be secured prior to utilizing USAlhds for website development and other
IT-related activities. Following the final apprdvaf these grants, the Grants Manger
developed a questionnaire to simplify the dataectibn process with the grantees. The
questionnaire was distributed to ten such granpieus; and whereas the questionnaire is
very technical, the grant recipients were instrdidteask their service providers (for web site
design) to fill out the questionnaire. The questaires, which are properly filled out with all
the necessary data will eventually facilitate tRdlapproval process. Nonetheless, some of
the grant recipients have initiated their granivétets (other then web-site design) upon grant
award notification, but most of them required aiddial time (thru March-April 2010) to
successfully complete all their planned activigssuming IRM approval is received in the
near future. Further, Mr. Jeff Spear, an inteoral marketing consultant, engaged at the
beginning of this grants program to assess thecdgpaf service providers, as well as to
evaluate and validate the grant applicants’ mankeidleas, visited several grant recipients
and their service providers during the month of €meber, as to review the marketing
material and design solutions developed to the date

In addition to these ongoing investment incentivangs, eight Serbian agribusinesses
completed their investment incentive grant suppb#etivities during the reporting period.
Thanks to the Agribusiness Grants Program, foumbi8erfruit and vegetable producers
(ABD-Prom, Atos Vinum, Grow Rasad and Zdravo Orgamtroduced GlobalGAP; Greeny
introduced both GlobalGAP and ISO 22000; while Toawik, a meat processor from Southern
Serbia (Sandzak Region) introduced 1ISO 22000, asodrihe first in this sector. Also, the
Agricultural Innovation Center, an ABDS provideoiin Arilje, has been ISO 17025 certified
and accredited to conduct official soil and waésting and analysis. Finally, Bilje Borca has
successfully completed redesign of their tea paekagd labeling, and has already generated
additional sales at domestic market in the amo@i#t180,000 and export in the amount of
$92,000; and an additional 3 jobs have been creatie grantee’s production facilities.

» AcCTiviTY 3.1.3: ENABLING GRANTS TO ENHANCE DELIVERY OF PuBLIC GOODS

Following the COTR'’s preliminary technical concurce to the unsolicited concept paper,
Junior Achievement Serbia submitted a full grargli@ation and other supporting documents
necessary for final review and approval. Accordittg the grant application, Junior
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Achievement Serbia plans to utilize grant funds$@f,100 to integrate an additional 25
agriculture schools throughout Serbia, into a cahensive extra-curriculum educational
program, which covers the topics such as creati@gmommpany, management and operations,
applied economics, a computer simulation calleddfTi that allows "companies” of students
to compete against one another as they manufaahdemarket the same products, doing
business internationally i.&nterprise without Borderdinancial market and banking sector,
business ethics, etc. Through such a businesagdog@rogram, Junior Achievement Serbia
raises the awareness of Serbian youth regarding geesonal and professional capabilities
and potentials, enhances their capacities and ¢bempetitive advantage in the job market as
qualified employees and future business owners.soAthis program enables Serbian
educational and youth development systems to asldhes youth employment needs in a
better way and facilitate involvement of the prevasector in these issues. Junior
Achievement Serbia’s business education will adtlevao the existing youth program
implemented by the Agribusiness Project in thoses@%ools and should contribute to the
activities pertaining to the Youth Business PlamPetition in Project Year Three. Once the
required assessments and internal reviews are etedpla grant review committee will be
scheduled for final review and approval.

During the reporting period, two Serbia-wide tramni programs supported through the
Agribusiness Grants Program were successfully cetag!

(1) Taurus Agro Consultingompleted a training and advisory program nameastéring
Innovation and Quality Dairy Campaign,” which cosera number of dairy stakeholders
throughout Serbia, including 80 farmers and 7 ABW8viders (Vet Station Vrsac, Vet
Station Guca, Maxi Farm, Educational Center fordRuevelopment from Zrenjanin,
Lucar Holstein Farms from Deronje, Evrolek from &aland CRR Novi Knezevac).
However, the key target group consisted of 50 coroimledairy farms operating as
businesses with more then 5 milking cows and ptetatilking equipment. The training
program assisted dairy processors to help themdaisuppliers improve the quality and
guantity of their milk production. This training@ advisory program directly contributed
to a 37% increase in the number of cows at pasdiiig farms, and milk sales to the
processors increased by 450,749 liters of milk4% 3ncrease). The quality of the milk
also noticeably improved, with the average milkifatreasing by 3.4%, and the average
protein content increasing by nearly 2%. Basegr@iminary data, these improvements
have resulted in a $220,000 increase in milk sedgenue for participating farms, two
new farms were established, and an additional b4 were created with the Project
assistance; and

(2) The Agricultural Innovation Center in Arille atessfully completed a training and
advisory program on blueberry growing, which in@dd topics such as plant
development, post-harvest cleaning, pruning anilifation of the blueberry farms and
protection from diseases, pests and weeds, etcording to the final report, the training
on blueberry production generated significant séthroughout Serbia; and 500 copies
of a guidebook on blueberry production was prepdrgdhe Agriculture Innovation
Center and distributed to the attendees. The Alui@al Innovation Center provided
free-of-charge water and soil analysis to 138 fasnm@erested in blueberry production.
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» AcTiviTy 3.1.4: AWARD YOUTH ENTERPRISE GRANTS TO SELECTED STUDENTS

During the reporting period, the USAID AgribusineBsoject completed the procurement
process for three youth grants — Business Plan @bngm winners — who requested
agriculture equipment for their start-up businegggeenhouses, components for the small-
scale irrigation systems, etc.). Following the R@gproval, the procurement process for the
remaining four youth grants will be conducted adaayly.
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COMMUNICATIONS — Quarterly Report
October 1, 2009 - December 31, 2009

Component 3:  Program Management & Administration
OBJECTIVE 3.2: PROJECT COMMUNICATIONS
Activity 3.2.1: Develop & Implement a Project Comnunication Strategy

As media are one of the key target groups withenRhoject Communication Strategy, a continuous
effort has been made to inform them of Projectvéds and results. A number of tools are being
used in this effort: Press Releases, Media Inwitatiand Advisories, Media room and the News
segment on the Project web site, as well as shamugtes with the Association of Agricultural
Journalists ‘AGROPRESS’. Due to the excellent ewapon with AGROPRESS, information on
Project activities are shared among the Associatioembers. In order to assist the media in their
work, and to share with the general public qualitprmation regarding project implementation —
the RESOURCES page of the website is continuougtiated with new materials: publications,
presentations, research papers, and documents.mérdgion some of the most recent ones:
Overview of the SAA and Interim Agreement, Markgtin agriculture, Ozone generators as a new
technology in crop storage etc.

The web site is also used as a tool to inform tleeliey and the general public, regarding relevant
upcoming events (for example: the Fruitlogistical d&iofach international fairs, and the Rural
development fair in Kragujevac), and ongoing Retpésr Proposals (the latest one being: the
Program on International Food Quality and Safegn8ards). Overall, the Project website has
proven to be an effective and reliable means o¥ignog Project information to various project
target groups. Significant increases in the nunaberew, unique, visitors to the web site, as well
as a steady number of returning visitors, shows tthe web site offers up to date, relevant, and
beneficial information to its visitors.

» The website was visited 8;756people during the first quarter (Oct-Dec 2009)

» Of this number55% (2,074) werenew visitors, as shown in the graph below.

There were2,276 unique visitors this quarter, which was nearly 0,38ore unique visitors than
was recorded during the previous quarter (seedhallpl visitors’ overview below).

Annex 6 - Communications Report Page 1



USAID Serbia Agribusiness Project — Quarterly Report — Oct-Dec 2009

Visitors Overview 0§, AR - IG5y wvid

ng to- Ju 2009 Sep 20, 2009

== Dersoer 1, L0ty Leowmber 41 JLg a= a1, 2006 Geptember A0 UL E""

.‘_-—n._._...—-"'-'-"'-—-..._.——--"l_—'—_._"-ﬁ_ _.—"'l-—-..|_-——/

e d =i X Ot AR - Oher Pl R F = e 1l ey 28 - Mer & e B3 = Tire 28

2,276 people visited this site

ey Visitor Segmentatlon
3,758 visits .
Prwvious 3,410 [+55 85%) Vislors Profile: lanquages, nenvork locatlons, uwear daflinad
==ty 7] Broweer Profile: browsers, oporating systeme, browsor and
2'2?6 Absolute Unlque Visltors aprraling systeme, sereen colnrs, screen msnlutions, java
Fravious: 1,463 154 94%) support, Flash

Due to continuous and focused efforts devoted tontauaing good media relations, the Project
continued to receive extensive local and intermationedia coverage.

Media Coverage:

OCTOBER
Print TV Internet TOTAL
10 4 8 22
NOVEMBER
Print TV Internet TOTAL
5 6 1 12
DECEMBER
Print TV Internet TOTAL
7 7 11 25

Media Coverage Breakdown by Event/Activity

During the month of October:

Business Skills Training Program organized by ti8AWD Agribusiness Project (3)
USAID Agribusiness Project & AGROPRESS Women Enteapurs Program (2)
National Agribusiness 2010 Conference organizquhmnership with AGROPRESS and
the support of the Ministry of Agriculture. (6)

Success of Serbian exporters during Internatioaaskhn Germany and Russia. (9)
USAID and the Republic of Serbia Ministry of Agrlture initiate a nation-wide project for
improvement of the Agricultural Market Informati@ystem (STIPS) of Serbia. (1)
Foodland — a success story — mention of the Prejgaport (1)

YV VYV VYVV

During the month of November:
» Accreditation and ISO standard certification fog #hgricultural Innovation Center in Arilje,
completed with the Project support (2)
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» Successful participation of Serbian companies @atAhuga International Trade Fair, with
Project support (2)

National Conference on Agribusiness in Serbia ii®0 International integrations and
perspectives — organized by AGROPRESS, with theauwf the Ministry of Agriculture
and the Project (1)

Fifth anniversary celebration of the AGROPRESS Agd®n, and the cooperation with the
USAID Agribusiness project (2)

The Ethno Food Fair in Belgrade — mention of Agsiness Project support (1)

Project support for Women in Agribusiness and AGREBS (1)

Informing the public on Project goals and resul®interview with Remer Lane (1)
Project support to one of the blueberry cooperat{\t¢

Presentation of Report on status of environmerfarbia- Project supported the National
Conference on the Status of the Environment (1)

Y

VVVVY 'V

During the month of December:

» Announcement of the forthcoming Agribusiness Priogepported Rural Development Fair
in Kragujevac (9)
Call for Proposals — Program for the introductiénamd certification in, international food
quality and safety standards (7)
Launch of the USAID Agribusiness Project’s Trainfagogram for cooperatives (4)
Fifth anniversary of the AGROPRESS Association #&sdcooperation with the USAID
Agribusiness Project (1)
Mention of successful cooperation with the Projeithin the interview of President of the
AGROPRESS Association (1)
A success story on Lazar Dairy and cooperation thi¢ghProject (1)
Successful participation of Serbian companies etAhuga International Fair, with Project
support (1)
Promotion of the Project - interview with Remer bai)

YV VYV VYV VV V

Project Sponsored or Hosted Media Events

Over the course of the quarter, the Project orgahiand/or took part in, numerous public events
which generated positive press coverage, and wiriavided the USAID Mission and the Embassy
with opportunities to participate. These eventduded the following:

» Award of Certificates to the participants of the Business Skills Training Program
This event took place on October2a the Hotel Zira in Belgrade. Mr. James Stédi, t
Economic Growth Office Director from USAID preseditie certificates to participants in
this program, which trained 103 individuals, repreasig 45 Serbian companies. These
participants came from all six of the Project sebtsrs, and they received training in the
following business areas — marketing, sales, arahie. Several media outlets covered this
event and included it in their reporting.

» Opening of the National Conference on the Status dinvironment in Serbia: On the
11" of November 2009, in Belgrade, the Project orgeahithis Conference, in collaboration
with the Ministry of environment (the Assistant Nditer participated in the opening
ceremony at the event). Tl@nualreport on the State of the Environment in Serbia wa
presented to the public. This event received natiand local (Pancevo) media coverage.
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» AGROPRESS Annual Cocktail — Fifth Anniversary Celelyation: As one of the
AGROPRESS Association’s most important partneﬂ%—Agribusiness Project was invited
to take part in this event which was held on Novemb8” in Belgrade. Ms. Marilynn
Schmidt, the Deputy Mission Director from USAID, avis an honorary member of
AGROPRESS, gave the opening speech and two intesvie national media on this
occasion. The significant contribution being magdhe Project to the Serbian agribusiness
sector was emphasized by the Serbian Minister afc@fjure, as well as by Association
representatives and other speakers at the operangmony. This event received
considerable media coverage.

Other Media Coverage Generating Activities

> International Fairs

The ANUGA Fair in Cologne took place from the bto the 14' of October. Media related
activities included a local (Serbian) and an Indtional Press Release. The International Press
Release was distributed a few days prior to thanogégy of the show, together with the Buyer
Invitations. The Marketing Department mailed Buyevitations to targeted buyers. The Local
Press Release was distributed a day prior to tgebieg of the fair, as well as after the fair, ahd
included information regarding the impact of thade fair on the participating businesses. The
Web site News section was also updated with tfics in

In preparation for thérthcoming Fruit Logistica (3-5 Feb) and Biofach (7-20 Feb) fairs— full
color advertisements were prepared — one pagertor Eogistica and a half a page for Biofach,
which will appear in the next edition of Eurofruthagazine, an international trade magazine
covering mainly the EU market. The aim of this keding activity is to support the participation of
Serbian companies in these two fairs, by drawingnéibn of potential buyers to the participating
by Serbian companies and informing them of thetlonaof the Serbian stands.

> Call for Proposals

In order to promote the new Program on internatistendards — a series of advertising and public
relations activities and events were implementedin advertisement was placed in the daily
newspaper Politika, and all the documentation engfogram was made available on the Project
web site. A Press Release was sent out to Senlelas agencies, and to selected media, and the
News section on the web site was updated as wEllese efforts resulted in extensive media
coverage, and a spike in the number of new visttotee Project web site.
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ADMINISTRATION & PERSONNEL — Quarterly Report
January 1, 2010 — March 31, 2010

OBJECTIVE 3.3: GENERAL PROJECT ADMINISTRATION

» AcTiviTy 3.3.1: PFROJECT ADMINISTRATION & PERSONNEL MANAGEMENT

During this reporting quarter the project has natl fany significant changes in personnel. One
employee returned from sick leave, and one empleoygesetransferred to the newly opened Nis field
office pending final selection of the personnel tbat office. Details regarding the personnel
changes are as follows:

One staff member returned to work, following aneexted sick leave:
Ms. Darija Radulovic, the Administrative Assistaard Translator for the Novi Sad field
office returned, from to work from an extended die&ve on March 28 2010.

On employee was transferred to the Nis office dytire quarter:

- Mr. Milos Stojanovic, the Youth Grant Program Asarg was transferred temporarily to the
Nis field office on March 28. This transfer is considered temporary for timeetibeing,
until the selection and hiring process for the retaff at the Nis office is completed. Mr.
Stojanovic is a candidate for the Program and Adstiative Assistant position in Nis, and
will be considered on an equal basis with all ttiteepapplicants for this position.

Project management have also gone ahead and ceohpihet necessary logistical arrangements for
the establishment of the new field office in Nign office site has been selected and a lease
agreement has been signed, necessary improvemahtsadifications to the office have been
completed, and office furniture and equipment hlaeen put on site. The office is now open and
operational, but the final selection of staff ftvetoffice will take place in the coming quarter
following the approval of the Agribusiness Projbatiget modification.

As the Project grows and matures, the OrganizdtiGhart has continued to change based on the
current staff compliment. A copy of the currengg@mizational Chart is provided on the following
page of this report.

» AcTivITY 3.3.2: PROJECT STAFF MENTORING & TEAM BUILDING EFFORTS

Efforts to develop a staff mentoring system, armedormance evaluation program, began in Year
Two and continued with an STTA by Ed Salt, a pemgbnmanagement consultant from the
Training Resources Group, in May of 2009. Durihis tpast quarter there have been no new
developments on this element, although discusdidutore assistance from Ed Salt will be a topic
of discussion for the Year Four Workplan conferepleenned for late May 2010.

» AcCTIVITY 3.3.3: CONSULTING SUPPORT FOR PROJECT | MPLEMENTATION

The Project continues to utilize the services off &Tconsultants, both expatriate and local, to
support the in-country staff on their implementataxtivities. Over the course of the past quarter
the Project brought in four expatriate consultaatsd completed five local STTA assignments
using the services of four separate consultantsis kexpected that the number of consultant
assignments will increase in the coming quarterthasproduction season begins and technical
assistance can be provided “in the field”.
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PROJECT RESULTS & IMPACT — Quarterly Report
January 1, 2010 — March 31, 2010

Consistent with the methodology used for data ctide in the previous quarterly client impact
surveys, data were collected from client firms pnobducer organizations that have generated sales,
employment, and/or other impact results duringphst quarter. Project staff were careful in the
survey to insure that the impact results recorded adtributable to Project assistance provided
during the reporting period, or assistance providedny time since the inception of the Project.
For this quarterly survey, the following impactults have been reported:

« A total of 52 clients received Project assistanaengd) the reporting period; 30 agriculture-
related firms (including one farmer), 14 producegamizations, seven ABDS providers, and
one youth NGO. To date, a total of 368 clientsengv
been registered in the TAMIS system, with 3P6 phoDS
clients being active at this point. The Projecs ha
also signed 157 MoU’s with client firms. The graph
at the right shows the breakdown of clients by typg  ogansions

v

Agriculture-
related Firms

« A summary of assistance provided to the clients tha
reported results is as follows:

» A total of 838 attendees were registered at the various traipiegrams and workshops
organized by the Project, which included trainimggsam on fruit and vegetable market
research, dairy farm management campaign presemgato MEGA LED offices, farm
management training for vegetable producers and &BPbbviders, and training on apple
post-harvest management and CA storage managen&rm.grant awards were approved
this quarter to support the following training pragns: Junior Achievement’'s Titan
Simulation Day and Banks in Action Training, Chatie Day Skills@Work and trainings
for the new schools and teachers, a part of Grd&mFE-3-24, Introduction of Junior
Achievement in Agricultural High Schools in Serldad Beef Quality Assurance and Farm
Management, a part of the Grant EG-FY-3-25, dediddsy Agrar Kontakt.

» In addition to the training programs and worksha@pseries of two-day seminars on market
analysis, the use of STIPS information, and thecbasf marketing were organized in
Zajecar and Mladenovac for 82 participants. Al#doe USAID Agribusiness Project
supported the Food Safety Conference organizeddogpkess for 192 participants. A two-
day event - JA Principals’ Annual Conference, & paGrant EG-FY-3-24Introduction of
Junior Achievement in agricultural high schoolsSerbia,was held on 11-12 March, 2010
at Zira Hotel Belgrade for 70 participants.

» A total of 13 companies attended the FruitLogisficade Fair which was held in February
in Berlin, Germany. The USAID Agribusiness Projalso helped seven companies to take
part at the Biofach Organic Trade Fair in Nuremb&grmany, which in February as well.

« A total of 38 agribusinesses (agriculture-related firms, four producer organiaai, and two
ABDS providers) reported the following results ditg attributable to Project assistance:

Annex 8 - Project Impact Report Page 1
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Sales

Sales Contracted Sales Delivered Sales Under Negotiation

$10,973,880 $4,165,880 $9,925,000

» A total of 77% of the contracted sales, and a tofaf3% of the delivered sales were for
destined for exports.

Y3Q2 Delivered Export by Countries/Regions

CEFTA

5. 89% Russia

EU
71.09%

» Exports to Europe accounted for over 70% of theltoelivered exports; these were
primarily frozen and processed fruits and vegetalds well as teas, spices, fruit juices and
jams. Exports of $2,161,880 went to Germany, te¢hbrlands, France, Belgium, Poland,
Switzerland and Slovenia. Fresh tree fruits amat@ssed vegetables with a total value of
$700,000 were exported to Russia, which is sigaifity lower than what was reported in
the previous quarter. Surveyed firms also deliddresh vegetables, and processed fruits
and vegetables, valued at $158,000 to Bosnia amgegevina, and processed fruits valued
at $21,000 were delivered to Montenegro.

Y3QL1 Delivered Sales by Commodities

Dairy Products $325,000

Fresh and Processed Vegetab) $1,083,000

Frozen and Processed Fru $1,722,880

Fresh Tree Fruits| $635,000

Mushrooms $130,000

Herbs (Tea) $270,000
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> Sales of fresh, frozen, and processed (tree ang)denits together accounted for 57% of
the total delivered sales reported this quartealess of fresh and processed vegetables
accounted for 26%, while the sales of milk andydanoducts account for nearly 8% of the
sales reported. The sales of herbs and spicesumtecb for 6.5%, and the sales of
mushrooms accounted for 3% of the total value ldellvered commodities this quarter.

Employment

« Client organizations reported a total of 46 new-tinhe jobs created this quarter (with 60.8%
being women, and 17.4% are youth). To date thebfiginess Project has contributed to the
creation of 4,059 jobs (i.e. 286 full-time jobs,12Bart-time jobs and 3,492 seasonal jobs),
which is ahead of the cumulative target of 3,008sjtor the first three years of the Project.

Results by Beneficiary Categories
Project survey results, and the data in the TAMIStean, have been analyzed and disaggregated
into the following groups of Project clients, incaed with PMP requirements:

Producer Organizations
- Atotal of 14 Producer Organizations received Ritogessistance during the reporting period.

« Four Producer Organizations reported sales dedigatirectly attributable to Project assistance
with a total value of $530,000. This amount istjmdithe contracted sales of $3,042,000, and an
additional $640,000 of sales under negotiatione Tovan Tucakov” Association for Medical
and Aromatic Plants reported the delivery of herbdpcts amounting to $30,000, from a
contracted sales value of $130,000. The Fruitlasglociation reported exports to Russia
totaling $100,000, while ZZ Prima Borovnica is nggting sales worth $240,000. The Serbia
Organica National Association reported member satgaling $400,000, out of a total
contracted amount of $1,912,000. These sales watieect result of the joint exhibition of
Serbia Organica members at Biofach in Nurembergmn@ey in February 2010.

Agriculture-related Firms

« A total of 30 agriculture-related firms receivedject assistance during this reporting period,
with 32 of these agriculture-related firms repagtisales and employment results directly
attributable to Project assistance during, or poothis reporting quarter.

« A total of 62.5% of the assisted agriculture-radafiems that participated in the survey (i.e. 20
agriculture-related firms) employ up to 50 workeasd have an annual turnover of up to $10
million. Eleven firms employ between 50 and 250kens, and have an annual turnover over
$10 million, and only one firm (Vino Zupa) is codsred a very large firm as it has more than
250 employees and an annual turnover of over $3lomi These data shows that Project
assistance is primarily focused on the Serbian Sktior.

ABDS Providers

« Seven ABDS providers received Project assistanceglthis reporting period. Two ABDS
providers reported sales revenues attributable rtmeé& assistance, and the total amount
reported was $160,000. These sales revenues iarerity for the provision of consolidation
services and advisory assistance.
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10) Weekly Report — Week of March &'
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USAID Serbia Agribusiness Project — Weekly Report

Week of January 4, 2010
COTR: Djordje Boljanovic

BERRIES/HERBS: At the end of December the Project assisted
in the establishment of two new national associations. one for herb
processors and exporters (Serbian Flora), and one for the
blueberry industry (Serbian Blueberry). Key companies in
the herb sector, representing more than 60% of the Serbian
market, are the founding members of the herb association. In
the blueberry sector 20 companies are the founding members.
representing producers, mput suppliers. and ABDS providers.
The Project provided consulting services to these companies
understand the new Law on Associations, to develop the

association’s internal rules & regulations, and to assist them with registration and other legal issues.
The associations will address policy & regulatory issues. facilitate information exchanges. and
organize participation in international trade shows. As a next step. the Project will assist these
associations to become true national representatives of their industries. The picture at right shows
the blueberry group voting on an issue related to the formation of the association.

Other Project Activities:

f

Grants Program/M&E: The Project’s first quarterly results survey for Project Year Three has been
completed. and a total of 42 agribusiness firms from five sub-sectors participated in the survey. The
survey has shown that these firms reported delivered sales of $5.7 million this quarter. based on a total of
$9 million in signed conftracts. These firms also reported an additional $8.2 million of potential sales
contracts still under negotiation. A fotal of 66 agribusinesses received Project assistance during the past
quarter, while Project-funded workshops and training programs recorded a total of 279 attendees.

Tree Fruit/Grants: Four companies from the Tree Fruit Sector. which all have Grant agreements as
part of the program to support the introduction of international standards. have received their final
international standard certificates. Copies of the certificates, with other necessary documentation, were
delivered to the Project with the grantee’s requests for final reimbursement by December 31st. These
companies, which have introduced GlobalGAP and/or ISO 22000 into their production and storage
processes. have delivered fresh apples and frozen tree fruits worth more than $840.000 with these
certifications to date. These companies expect these certificates will give them a significant advantage
during their current. and up-coming. negotiations with buyers from the EU and Russia.

Dairy/Grants: The Nis Dairy has reported a total of $128.000 in new sales revenue as a result of
Project support for their introduction of new milk brand named "Robi". Robi is new fluid milk brand
that is targeted at children. to encourage them to drink more milk. This marketing campaign has been
developed with support from a Project grant for marketing and packaging development.

Policy/Ag Info: The Project’s Senior Policy Advisor participated in the presentation of the pilot project:
“Enhancing the Profitability of Agricultural Production Through the Improvement of Market Information
Systems and the Establishment of Local Agricultural Producer Groups™ which was organized by the
Ministry of Agriculture. This meeting was held at the Japan International Cooperation Agency (JICA)
Balkan Office. in Belgrade. Experts from the Serbian Ministry of Agriculture participated in a one-
month training course on how the profitability of agricultural production has been enhanced in Japan.
The pilot program is an attempt to transfer the knowledge obtained in the course to Serbian farmers.

Dairy/Environment: The Agribusiness Project will assist GHD Inc. (a private firm from Wisconsin
specializing in waste management technologies) to develop a detailed feasibility study for the application
of their technology to the dairy farm owned by Lazar Dairy in Blace, Serbia. The feasibility study will
assess the applicability of GHD technology to Serbian dairy farms in general, and at the Lazar dairy farm
in particular. The Project has engaged a local consultant. Ms Danijela Ilic. who will collect and analyze
relevant information and data on the farm. and other waste sources, and assist with the study.
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USAID Serbia Agribusiness Project — Weekly Report
Week of January 11, 2010
COTR: Djordje Boljanovic

MARKETING & SALES/GRANTS: Project staff met with the acting
Malasian Ambassador, Mr. Amizalto, to discuss collaboration with the
Embassy. and other organizations, on Serbia’s participation in MIHAS
2010 — the Global Halal Marketplace. He is very supportive of Project
efforts to collaborate on the MIHAS Fair, and on other opportunities. He
will assist us with organizing B2B meetings in advance and additional
contacts with Malaysian companies following the fair. He also confirms
that Malaysian Halal certification 1s not a pre-requisite for firms ‘; ‘i, ﬂ ::_;n 4‘ ";
participating in the fair. He will also assist us to make contacts with Halal VIITIAC

HALAL MAKKET

Malaysia at MIHAS. The Ambassador will support our efforts to
organize the Belgrade Fair planned for early June. The Project has also met with the Serbian Halal
Agency. and discussed their collaboration in the MIHAS Fair. The Agency will submit a concept
paper for a grant to support 10 Serbian food companies to present their products at MIHAS, and the
Agency will support the new Belgrade Food Show now being organized by the Project.

Other Project Activities:

» Grants Program: The Project has provided an interim payment to Niska Mlekara of $23.000 following
the completion of their design activities for a new dairy product packaging and marketing campaign
under the terms of their grant agreement (Launching a new milk product for kids — “Robi” milk). During
the week. the Grants/M&E Manager also met with: (a) Junior Achievement to discuss pending issues
pertaining to their grant application to support the Project’s youth program: and (b) an ABDS provider
and a group of fruit producers from Subotica regarding a potential grant for a testing laboratory.

» Policy/Ag Info: The Project. in cooperation with Agromreza and the Ministry of Agriculture. has
completed the 17™ in a series of two-day seminars under the activity: “Market Analysis. Utilization of
Information from STIPS. and the Basics of Marketing”. The seminar took place in Zajecar. and farmers
from the region were educated about regional and national agricultural markets, based on the information
available through STIPS. The last training seminar in the series will be held in Belgrade. next week.

» Communication: The Project’s Operations Director was a guest on the Kopernikus TV morning &
early afternoon program "Jutro" where he spoke about Project support for women entrepreneurs in
agribusiness. The interview lasted about 20 minutes, and he also announced the forthcoming Rural
Development and Women in Agribusiness Fair which will be held in Kragujevac later this month.

» Berry Fruit/Producer Orgs: The Berry Sector Lead travelled to Arilje fo meet with members of the
Managing Board of the recently established Serbian Blueberry association to advise them on strategic
planning. and to facilitate the finalization of their registration process. At the meeting deadlines were
agreed to for the most important next steps: NASB registration with Serbian Business Registers Agency -
end of January: completion of association strategic and 2010 activity plans — end of February.

» Herbs & Mushrooms/Producer Orgs: The Sector Lead and the Producer Org Specialist worked with
Mr. Radisav Busic. the President of new herb association “Serbian Flora”. to complete all the necessary
documents needed for registration. The new association will be officially registered within 30 days. In
addition. information on the association was published in Agropress, Agronews and Poljopartner, thanks
to assistance from the Communications Advisor. The Project has also linked "Serbian Flora" with the
television station "Kopernikus". and arranged for Mr. Busic to participate in a TV show on January 20™.

» Policy/Communications: The Senior Policy Advisor gave an interview regarding the Project’s grant
program to Improve Food Safety and Quality Standards to the local magazine “Business Ideas”. The
magazine is oriented towards small and medium scale private enterprises and the Serbian business
community in general. The next issue of the magazine will provide detailed information about the
principles. requirements and benefits of the GlobalGap standard. The Senior Policy Advisor presented
Project efforts to assist businesses wishing to pursue this. and other, standards.
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USAID Serbia Agribusiness Project — Weekly Report
Week of January 18, 2010
COTR: Djordje Boljanovic

COMMUNICATIONS: The Project’s Operations Director,
Goran Radojevic, participated in a press conference in
Kragujevac on Friday to announce the Rural Development
and Women in Agribusiness Fair, which will take place at the
Kragujevac Sajam from January 29™ to the 31%. Other
participants at this event included the State Secretary of the
Ministry of Agriculture, and a representative of the Mayor of
Kragujevac. The conference was very well attended by local,
regional. and national media. including the BBC reporter
based in Kragujevac. After the Press Conference, Goran gave an interview to the local Kragujevac
TV station. where he provided details on Agribusiness Project assistance and support to women
entrepreneurs, and the general development of Serbian agribusiness. The picture at the right shows
Goran (at the far right). and the other participants. speaking with the press at the event.

Other Project Activities:

» Dairy/Environment: Project consultant Danijela Ilic has submitted the first report on her activities to
the Project and to GHD. Inc. in Wisconsin. Danijela is collecting basic information that will be used by
GHD to prepare a feasibility study for the application of their digester technology at the Lazar Dairy
Farm which is located in Blace. Danijela has also collected samples of materials from the dairy plant
and the farm. and sent them to a laboratory for analysis. The results of these analyses. wlong with
information on the use of alternative energy sources, will be provided to GHD in the coming week. It is
expected that this study. which is the first of three or four. will be completed by mid-February.

» Policy/Ag Info: The Project. in cooperation with Agromreza and the Ministry of Agriculture, held the
final two-day seminar in the series “Market Analysis, Utilization of Information from STIPS. and the
Basics of Marketing”. The seminar. for farmers in the Belgrade mumicipality. trained farmers on
agricultural markets in the region and Serbia. based on information available in STIPS. As this is the last
in this seminar series, Agromreza will submit a final report on the project, which will be presented to the
STIPS working group for evaluation. and for developing future activities to improve the STIPS system.

» Berry Fruit/Producer Organizations: The Project’s regional office in Cacak hosted the first meeting
of the Managing Board of the new National Association Serbian Bluebeiry (NASB). Assisted by the
Berry Sector Lead and the Producer Organization Specialist. the NASB members completed the
foundation documentation which will be submitted for registration by the end of January. In addition.
the NASB’s mission. vision, and the elements of an action plan were discussed. and a draft Action Plan
was prepared. The association’s main activities in next six months will be focused on research on health
benefits of blueberries. a nutrition promotional campaign. and preparations for 2010 harvesting.

» Herbs/Producer Organizations: The Sector Lead and the Producer Organization Specialist assisted
members of the new association “Serbian Flora™ to complete all the documents needed for registration
with the Serbian Business Registers Agency. Also. they advised the association to apply for the grants
program on infernational standards. Member companies that process herbs will partner with their raw
material suppliers and commit to obtaining organic certification within a one year period. The Herbs &
Mushroom Sector Lead will organize a meeting of members in early February to assist them with the
development of an Action Plan. and to help them apply for the grants program for organic certification.

» Tree Fruit: The Tree Fruit Sector Lead met the Manager of the Fortis company. from Bojnik. which
expressed an interest in applying for assistance under the Project's International Standards grant program.
This company owns a cold store situated in the Jablanicki district in South Serbia, and is involved in the
production of frozen tree fruit (sour cherry. plums). and berry fruit. During the meeting the manager was
also informed about other activities the Project has under way to assist the Tree Fruit sector. The Tree
Fruit Sector Lead also contacted the Manager of the Zuc cold store from Kursumlija. who was interested
in certifying the company's suppliers for organic production.
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USAID Serbia Agribusiness Project — Weekly Report
Week of January 25, 2010
COTR: Djordje Boljanovic

GRANTS/COMMUNICATIONS: The Agribusiness Project
participated at the opening ceremony for the Rural Development
& Women in Agribusiness Fair in Kragujevac, which was
organised by AGROPRESS. USAID's Senior Adviser Arthur
Flanagan spoke at the Opening Ceremony. as well as the Deputy
Head of Delegation for the EU. the Assistant Minister of
Agriculture, the Deputy Mayor of Kragujevac, and other invited
dignitaries. The event received extensive media coverage from
both local and national media. Mr. Flanagan gave interviews to two local TV Stations, as well as to
national stations RTS and TV Pink. The USAID Agribusiness Project Chief of Party, Lou Faoro.
along with the Minister of Education, participated in a conference on education and agriculture,
organized at the Fair. The picture shows Art Flanagan with other dignitaries at the opening
ceremony. Art’s opening remarks can be seen at: http:/www.emportal.rs/vesti/srbija/112007.html

Other Project Activities:

» Dairy: Following USAID approval, an STTA to prepare an application for Protection of Geographic
Designation (PGD) of Pirot Cheese (Kackavalj) got underway this past week. The STTA will run from
January to June. and will be complete by the end of June. During the assignment the STTA will prepare
all the necessary research. analysis. and documentation needed for the official application.

» Marketing & Sales: Marketing & Sales conducted a seminar for clients scheduled to participate in the
FruitLogistica and BioFach trade fairs. and presented research on World Fruit and Vegetable Markets.
This event was held at Zira Hotel. and 22 companies attended. Following the seminar, the presentation
was downloaded 34 times from the Project web site. in the first two days after the training took place.

» ABDS/Marketing & Sales: The Agribusiness Project Chief of Party. Senior Policy Advisor, and ABDS
Specialist met with Assistant Minister Milos Milovanovic to present plans for the food trade show
“Pijaca in Belgrade”. The Ministry welcomed the idea of a new food show. and offered modalities of
support. These include domestic and international promotion of the fair. and technical and professional
assistance for lectures during the show, among others. The Project. together with other stakeholders. and
an international STTA. will make final decisions pertaining to the show during February 2010.

~ Policy/Communications: The Senior Policy Advisor, and the Communications Manager. met with
Goran Djakovic from the Association of Agricultural Journalists discuss and agree upon plans for the
joint organization of a Food Safety Conference. The objective of the Food Safety Conference is to
inform and engage all relevant stakeholders in a constructive discussion regarding the importance of
food safety. while facilitating efficient functioning of the food trade. The conference is planned for early
March. depending on the availability of high-ranking officials from the Ministry of Agriculture.

~ Producer Organizations: The Project provided consulting services to the managing board of “Serbia
Organica”, the National Organic Association regarding the Law on Associations. and opportunities the
Law gives them at the national level. The workshop took place at “Foodland™. one of the association’s
key members. As a next step, the service provider will work with the management of “Serbia Organica”™
to finalize their statutes and by-laws, and assist them with re-registration and other legal issues.

» Producer Organizations/Herbs/Comimunications: The Project linked the national association of herb
processors "Serbian Flora" with TV "Kopernikus". and arranged for their president to appear on the
Kopernikus TV program "Jutro". The interview lasted 20 minutes. and Mr. Busic explained that the
main focus of "Serbian Flora" will be on lobbying and advocacy to change industry-related policies and
regulations. as well as to promote member’s products. and develop domestic and international markets.

» Southern Strategy: The Agribusiness Project has finalized a plan to expand its activities in the southern
regions of Serbia. This plan will be distributed to USAID and other partners this coming week.
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USAID Serbia Agribusiness Project — Weekly Report
Week of February 1, 2010
COTR: Djordje Boljanovic

MARKETING & SALES: Thirteen fresh fruit & vegetable
client companies participated in the FruitLogistica trade fair in
Germany this past week, with Project assistance. The companies
exhibited their products as members of the trade association
“Fruits of Serbia”, as can be seen in the picture of the Serbian
stand at the right. Despite the ongoing financial crisis Serbian
firms enjoyed success at the fair. recording $8.0M in contracted
product sales., and ongoing negotiations with customers that are
valued at another $5.9M. Buyers at the fair have reported that
they are impressed with the improvement in the quality of the
products offered by Serbian companies. FruitLogistica continues
to be a very important trade fair for Serbian companies. as it is one place where new innovations in
products and packaging are on display for client firms to see and learn from.

Other Project Activities:

» Livestock/Grants: Following completion of the training program "How to increase Production of Beef
and Lamb Meat", beef farmers have expressed a need for further education in cattle fattening. Based on
this, Agrar Kontakt submitted an unsolicited proposal for a training program titled: Beef Quality
Assurance and Farm Management. The USAID Agribusiness Project has submitted the grant
application to the COTR for review and approval. The goal is to increase the production. and quality, of
beef through technical assistance services provided in: Pozarevac, Nis. Kraljevo, Krusevac. and Vranje.

» Tree Fruit: As part of his upcoming STTA assignment in Serbia. Professor Chris Watkins from Cornell
University will conduct a lecture at the Agricultural Faculty of Novi Sad for students. faculty. and staff
interested in the latest information on Post-Harvest & ULO storage technology. This lecture will take
place on February 26", following field work and the technical seminars he is presenting for the Project.

# Youth Program/Grants: USAID has provided concurrence for a grant application submitted by Junior
Achievement Serbia. With this award. Junior Achievement Serbia will infegrate an additional 25
agricultural schools (with 500 students) into a comprehensive extra-cwrriculum educational program.
This program will cover topics such as: Creation of a company. Management and operations. Applied
economics, and it will use a computer simulation called “Titan” that allows "companies" formed by
students to compete against one another as they virtually manufacture & market the same products. The
Junior Achievement program will add value to the existing youth program implemented by the
Agribusiness Project. and will lead up to the third round of the Youth Business Plan Competition.

» Policy & Ag Info: The Agribusiness Project Senior Policy Advisor is now organizing the upcoming
National Food Safety Conference. in cooperation with Agropress. which is planned for March 11%. It is
expected that the Minister of Agriculture. Mr. Sasa Dragin. will take part in this conference, and the
Ministry is providing support for the event. The objective of the conference is to inform and engage all
relevant stakeholders in a constructive discussion regarding the importance of food safety.

» Berry Fruit: On February 3™ and 4™ the Project organized field visits to client firms for Djordje
Boljanovic and Arthur Flanagan from the USAID Mission. Four Agribusiness Project clients were
visited: Mondi Serbia (frozen & organic fruit). Baljevac Fruit Growers Association (fresh blueberries).
Sicoberry (frozen fruit), and Foodex (fruit & vegetable preserves). Project and USAID staff met with
representatives of the agricultural department and the LED office in Raska Municipality. The field visits
provided a good overview on the range of clients, and the various types of assistance being provided.

» Southern Strategy: The Agribusiness Project has distributed its final Southern Strategy Action Plan to
the USAID Mission. and the USAID field offices. The Project currently has nearly 300 client firms
throughout the country. with more than 70 of these firms being located in what the Project has defined as
the “southern region™. The plan outlines specific activities and events that will be implemented over the
course of the coming year to expand the impact of the Agribusiness Project in the south.
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USAID Serbia Agribusiness Project — Weekly Report
Week of February 8, 2010
COTR: Djordje Boljanovic

GENDER: Representatives from the Agribusiness Project
participated in the 2" Conference of Women Entrepreneurs
organized by the Women Entrepreneurs Council. and the Regional
Chamber of Commerce of Valjevo. in Banja Vrujci this past week.
More than 200 women entrepreneurs were present for the
Agribusiness Project presentation. which provided them with
information on the Project, and specifically on support provided to
women agribusiness entrepreneurs. During the event. the Project
organized separate meetings with several women’s associations, as
well as with representatives of Regional Chambers of Commerce
from Valjevo, Krusevac, Zrenjanin, Leskovac, and Novi Sad. The mnformation obtained will further
focus Project activities supporting women 1in agribusiness. The picture at the right shows Project
CoP Lou Faoro, and the Operations Director (Goran Radojevic) during the presentation.

Other Project Activities:

» Dairy: The Agribusiness Project. with support from the MEGA Project. organized and presented a
seminar on the potential for dairy development in rural areas. and the role of Municipalities in dairy
development. The Project presented a review of the current sifuation in the dairy sector. while ABDS
providers presented results from the Model Dairy Campaign (Taurus). and the Roles of Local
Stakeholders in Dairy Sector Development (Maxi Farma). The Chief of the Livestock Department from
the Mmistry of Agriculture presented the GOS support scheme for dairy for 2010. A total of 30
municipal. LED office. and rural network representatives from Central Serbia participated in the event.

» Vegetables: The third and final Farm Management Seminar took place from February 8™ to the 11" in
Kovacica. Participants learned to prepare a number of financial documents for their farms (balance
sheet. income statement. etc). as well as how to prepare a business plan. Participants worked with
vegetable producers from Idvor. who provided real world data for their practice exercises. After their
analysis the participants were able to recommend changes that would improve production, cut costs. and
make the operations more efficient. The final presentations, where participants presented their "out of
the box" ideas, demonstrated the practical results of seminar. The Project Chief of Party, and Art
Flanagan from the USAID Mission. presented completion certificates to all the participants.

» Producer Organizations/Communications: The Project linked the national association "Fruits of
Serbia" with the television station "Kopernikus", and arranged for their president to appear on the
Kopernikus TV program "Jutro". The interview lasted for 20 minutes. and the main focus was on the
recent exhibition by thirteen Serbian companies. as members of the “Fruits of Serbia” Association. at the
FruitLogistica trade fair in Berlin. This participation was made possible with Agribusiness Project
support for Fruits of Serbia. Mr. Vukicevic presented the preliminary results from the fair. explaining
that Serbian companies contracted about $8M worth of sales. with additional sales under negotiation.

» Southern Strategy: The Deputy Chief of Party. along with the Berry Fruit and Tree Fruit Sector Leads.
spent two days in Nis and Leskovac this past week meeting with potential partners and client firms. The
Project staff met with Vulic & Vulic (processors of tree & berry fruit for the EU market). and Porecje
Vucje (a large state-owned fruit processing company). The best opportunity for collaboration appears to
be training for their private farmer suppliers on SPU measures. A meeting was held with the Leskovac
LEDO. and there appears to be scope for collaboration. particularly on high-tunnel berry production.

» Environment/Policy: The Project Chief of Party. Environmental Specialist. and Senior Policy Advisor
met with the Director of the Plant Protection Administration and his associate to discuss cooperation
between the Ministry of Agriculture and the Project on SPU activities for 2010. Both parties recognize
that SPU is an extremely important activity that will require significant resources. It was agreed that the
Project and the MWAFM will jointly establish a program of basic training for 1,200 farmers. and
advanced training for the 475 farmers who completed the basic SPU training in 2009.
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USAID Serbia Agribusiness Project - Weekly Report
Week of February 15, 2010
COTR: Djordje Boljanovic

MARKETING & SALES: The Agribusiness Project supported
the exhibit by the Serbia Organica Association at the 2010 Biofach
Fair, which took place from February 17" to 20™. A total of seven
Serbian companies, with organic products appropriate for the
mternational market, participated at the fair. The organic market 1is
i decline due to the financial crisis, and it clearly was evident by
the number of exhibitors and visitors at this year's fair. There were
200 fewer exhibitors than last year, and 12.000m” less exhibit
space. Many Serbian company clients from previous years were
not at the fair this vear because of the reduced size. Despite this,
the Serbian companies were satisfied with the number of contacts they made. and the actual and
potential sales recorded. During the fair one company signed a contract for the supply of $75.000
worth of product. and the rest of the companies were negotiating an additional $2.6M in sales.

Other Project Activities:

~ Dairy: TUpon completion of the “Potential for Dairy Development in Rural Areas™ seminar in
Kragujevac dairy companies in Petrovac. Mlavi, and Mladenovac have requested meetings with the
Agribusiness Project develop a joint strategy. The Dairy Sector Lead visited the dairies and discussed
options for Project support. Final proposals for new dairy activities will be developed upon completion
of the three dairy development seminars (Kragujevac. Pirot and Novi Sad).

# Berries/Tree Fruit: Project staff met with representatives from the Ministry of Foreign Affairs of
Denmark to discuss the proposed Danish project for Private Sector Development in the fruit and berry
sectors in Southern Serbia. This meeting was a continuation of previous discussions and cooperation
regarding potential collaboration between the Agribusiness Project and the new Danish project, which
will start in mid-2010. Project staff provided comments to the Danish delegation regarding the project
concept paper. and suggested areas for collaboration between the projects.

» Producer Organizations: The commission of representatives from the Ministry of Agriculture. and the
Agribusiness Project has selected the cooperatives that will take part in the Capacity Building Training
Program for Cooperative Managers. A total of 47 applications were received. out of which 28
cooperatives, from 14 Serbian districts. fulfilled the criteria for participation (six from the South. and 3
from Eastern Serbia). The selected cooperatives are mostly commodity based. and twenty are active in
the Project sub-sectors (5 tree fruit. 5 dairy. 5 livestock. 4 berry fruit. and 2 vegetable cooperatives).

» Livestock/Grants: Agribusiness Project COTR has provided technical concurrence for the Agrar
Kontakt training and advisory program “Beef Quality Assurance and Farm Management”. The main
goal of this program will be to increase the production and quality of Serbian beef through technical
assistance and advisory services for livestock farmers (cattle farmers). which will be provided in through
five regional centers: Pozarevac. Nis, Kraljevo. Krusevac. and Vranje. Agrar Kontakt will be provided
with Project grant funds totaling $59.878 to implement this program. which will provide tramning to a
large number of farmers. food processors. producer organizations. and ABDS providers in these regions.

» Tree Fruit: Professor Chris Watkins. from Cornell University, conducted a lecture on apple postharvest
technologies and Controlled Atmosphere (CA) storage technology for students of the Novi Sad Faculty
of Agriculture. More than 30 students. and five faculty members. had an opportunity to get acquamted
with new storage technologies applied in the USA, and possible future developments.

» Special Events: Project staff joined the Deputy Chief of Party to celebrate the 25™
birthday for his BMW K100RS motorcycle. A special cake was ordered for the event
(see picture at right) and a good time was had by all. Hopefully the bike will enjoy
many more birthdays. either here in Serbia or where ever it ends up in the future.
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USAID Serbia Agribusiness Project - Weekly Report
Week of February 22, 2010
COTR: Djordje Boljanovic

SOUTHERN INITIATIVE: This past week the Agribusiness Project
hosted Jim Stein and Djordje Boljanovie on a tour of client firms in the
southern region of Serbia. Five client companies were visited (Marni.
Jeligor, FungoJug, Nis Dairy, and Lazar Dairy) and the group also met
with the organizer of the upcoming Nis Tea Festival. This field trip
has provided Jim & Djordje with a good orientation on Project
assistance to these firms, and to the issues that are of concern for the
mushroom, herb. berry, and dairy industries m Serbia. An interesting
aspect of the tour was the visit to Lazar Dairy, which is very interested
in adopting the GHD bio-digester technology. Their interest is so high that the owner and manager
1s ready to make a trip to the US to visit some digester installations, and to learn more about the
technology. At this point the Agribusiness Project has provided GHD with the data they need to
prepare a feasibility study for the Lazar Dairy digester, and the study should be ready during the
first half of month of March. The photo at right shows Jim with Zoran Nikolic. the owner of Marni.

Other Project Activities:

» Communications: The AgBiz Project. the Ministry of Agriculture. “Fruits of Serbia™. “Serbia
Organica”. SIEPA. and GTZ organized a press conference on Friday to present the results of Serbian
agribusiness company participation at the FruitLogistica and BioFach trade fairs in Germany in
February. USAID Mission Director Michael Harvey was joined at the event by the Assistant Minister of

Agriculture, the Director of GTZ in Serbia. and representatives of the two industry =

associations. The speakers reported that Serbian companies have contracted for sales of $8M AGROBIZNIS
PFOJEKAT

worth of food products. and they are still negotiating an additional $8.6M of potential sales.
A number of the companies that participated at the trade fairs displayed their products at the
press conference. including ajvars. jams. juices and other fruit & vegetable products. The
picture at the right shows Mission Director Michael Harvey speaking at the press conference.

» Tree Fruit: Professor Chris Watkins, from Cornell University, continued his assignment in
Serbia. providing assistance to apple producers and cold stores on postharvest technologies
and Controlled Atmosphere (CA) storage technology. On Thursday Chris met with the
Cacanska Jabuca cooperative which is preparing to install a ULO cold store. and he advised 2
the manager and some of the members on activities and practices that influence fruit quality through the
storage process. On Friday Chris also presented a more extensive technical seminar for cooperatives.
producer organizations. and ABDS providers who gathered in Novi Sad to attend this presentation.

~ Dairy: The Agribusiness Project continued presentations of the Model Dairy Campaign results to LED
offices and local government institutions last Friday in the south. The seminar took place in Pirot. and
20 participants from the Pirot area attended the event. In addition to the seminar. the Dairy Sector Lead
and Mr. Radivoj Cosic. from Taurus AC. met with the mayor of Pirot to discuss potential cooperative
activities to support the dairy and livestock sectors i the region. The mayor. and other municipal
officials in Pirot. view dairy as one of the most important sectors for the development of the rural areas
of the district. The USAID Field Office from Nis was also represented by Danijel Dasic.

~ Berries: Project staff met with Mr. Trnavcevic. Director of B92’s agricultural program “Znanje na
Poklon™. to review modalities for their coverage of the upcoming High-Tunnel Berry Fruit Production
program. The B92 crew will take part in the four program activities planned. and will produce and
broadcast (free-of-charge) short videos on each of them once a month. The Project will cover the cost of
logistics for the TV crew. including transportation and accommodation costs. where necessary. The
series will be entitled “TV School for Tunnel Production of Berry Fruit”. and will commence in late
March. This collaboration will significantly increase the awareness and knowledge of fresh berry fruit
market opportunities for thousands of producers in Serbia. and will expand USAID’s media coverage.
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Policy/Grants: The grant application process for introduction of international
food safety and quality standards has been completed and a total of 101 grant
applications have been received. Upon preliminary review. the Project’s
evaluation committee recommended 30 grant applications. in the fotal amount
of $155.803.58. for further consideration and approval. Thanks to the grant
funds for introduction of the international food safety and quality standards,
these grant applicants projected an increase of US$ 6.2 million in their sales. as
well as additional 184 jobs in their production and processing facilities. The

USAID Serbia Agribusiness Project - Weekly Report
Week of March 1%, 2010
COTR: Djordje Boljanovic

remaining 71 grant applications will require additional clarifications to be
accepted for fiuther consideration and approval.

Other Project Activities:

Vg

Marketing and Sales/Policy: M&S and Policy staff participated in task force meeting on Standards held
at the SECO office. SECO and the Serbian Ministry of Agriculture have signed an MOU on assistance
with Standards implementation in Serbia. Discussion revolved around the issue of agribusinesses in
Serbia implementing a new standard to be called SerbiaGAP.

Marketing and Sales/ABDS: M&S and ABDS staff with BelExpo representative met with the City of
Belgrade Assistant Mayor to seek support for the “Pijaca” Food Trade Show in Belgrade. The Assistant
Mayor promised funding for a part of the fair costs and active involvement in promotional and logistical
arrangements for visitors.

PO/Tree Fruit: With assistance from the PO specialist. work has been completed on the re-registration
and restructuring of “Serbia Organica™ Association based on the new Law on Associations. Also, an
itinerary was made for a visit by Ms. Nathalie Gocha representative of the U.S. Agro Fresh Company to
Serbia March 8-11. to estimate possibilities for introduction of their Smart Fresh System. new post-
harvest technology for maintaining quality of fiuits and vegetables in storage.

Berry Fruit: Mr. Mihailo Nikolic, our Local Consultant, completed preparation of the High-tunnel
raspberries and blackberries manual. The Project will fund printing of 500 copies that will be used as a
training tool and distributed to interested producers to enable Serbian berry industry take advantage of
opportunities at the domestic and foreign fresh berry fiuit markets through applying new technologies,
extending season and improving its overall organization and performance.

Herbs/PO: With support from the Project staff. the National Association of Herbs Processors and
Exporters “Serbian Flora™ held an assembly meeting to discuss various operational issues. The Serbian
Chamber of Commerce will support the new Association by providing office space free of charge. The
Project facilitated signing a Memorandum of Understanding between the Chamber and the Association
to formalize their relationship.
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USAID Serbia Agribusiness Project — Weekly Report
Week of March 8%, 2010
COTR: Djordje Boljanovic

Herbs: Mr. Michael Harvey, USAID Mission Director,
opened the 7™ Tea Festival in Nis on March 10. 2010
together with Mr. Nenad Stavretovic. Director of §
Environmental Protection Agency of Serbia and Mr.
Miomir Magdevski. the organizer. More than 20
companies from Serbia, Macedonia. Bosnia and
Herzegovina and Slovenia exhibited hundreds of different
herbal products. During the Festival (March 10-14. 2010),
several workshops were held such as “Tegal and policy
issues” presented by Serbian EPA. “MAP Growing
techniques™ conducted by Nis Agricultural Department. In
addition. the Annual Assembly Session of National
Association of MAP collectors and processors "Dr Jovan
Tucakov" was held and a workshop on “Medicinal herbs | .
and honey”. $130.000 of sales was contracted at the festlval Ihe leadulg Serbian buyel of medicinal and
aromatic plants, “Macval Company”™ visited the Festival and contracted raw materials from several exhibitors
in the total value of $50.000. Bosnian company “ABC Mahic” made an agreement with “Adonis Company™
to distribute their products in Bosnia. The value of this export deal is estimated at $30.000.

Other Project Activities:

» Marketing and Sales/Berry Fruit: M&S provided the Serbia Blueberry Association a presentation on
the global situation in blueberry - Serbia’s Opportunities and Constraints and Marketing Plan for
Achieving Greater Profitability for 2010 and Forward. 14 people participated in the training from the
Serbian Blueberry Association. SIEPA. GTZ and SEEDEV. Farmer&Spaic provided a consumer
analysis on the demands for blueberries in the Serbian Market.

7 Marketing and Sales: M&S organized the first meeting for companies interested in participating in
2010 Fancy Food Fair. To date Igda Impex (mushrooms), Peta Gama (confections), Sirogojno (dried
fruit), Frigo Grand (retail pack frozen fruits). Adore Chocolates, Mlekara Sabac (Feta Cheese), Biotrend
Donato (ajvar, vegetable products). CoolFood (frozen firuits and vegetables) and Marni Mushroom have
expressed inferest in participating.

» Producer Organizations/ Tree Fruit: Representative of US company Agrofresh. inventor and marketer

of Smart Fresh svstem. a new technologv for maintaining iust-harvested aualitv of fresh tree fiuits in
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necessary information for his market analysis. His study will give data about the opportunities in the
Russian. Belarus and Ukraine markets.
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USAID Serbia Agribusiness Project - Weekly Report
Week of March 15, 2010
COTR: Djordje Boljanovic

POLICY/COMMUNICATIONS: The AgBiz Project, in collaboration

. . ’ th
with AgroPress, organized a Food Safety Conference on March 17 at Bezbednost
the Hotel Continental in Belgrade. The objective of the conference was rane
. . i i i rizici i izazovi
to engage relevant stakeholders in a constructive discussion regarding .
the importance of food safety, and the impact of new regulations and Hotel Continental Beograd
trade guidelines on food safety measures that will be required of food -
processors. The conference also contributed to ensuring a high level of = .
- -

protection for consumers in Serbia. and insuring that Serbian products
meet the standards for export markets. Deputy Mission Director Marilynn Schmidt joined the
Minister of Agriculture, the Dutch Ambassador, and the President of the Serbian Chamber of
Commerce, to address the audience. The event was very well attended with more nearly 200
representatives from producers, processors. traders. NGOs. and the government, as well as the
media. being present. Reports on the Conference were broadcast, and/or printed. in national and
local media. The picture shows the Deputy Mission Director addressing participants at this event.

Other Project Activities:

» Tree Fruit: The Tree Fruit Sector Lead attended the congress of fruit growers "Dani Vocara" organised
by the department for fruit growing at Novi Sad University. The main issue presented and discussed was
the Memorandum between Serbia and the Russian Federation on pesticide MRLs. as well as a set of
instructions recently issued by the MAFWM regulating quality control for exports to Russia. In order to
address this issue. and provide necessary information to tree fruit producers in Serbia. the Ministry has
formed an experts' group which will develop and implement a series of training events. as well as create
a manual presenting new regulations and suggesting applications necessary to respect these regulations.

~ Berries: As a follow up to presentations held in Serbia last December. and in order to facilitate further
application of new technologies for extending product shelf-life. the Project has organized a series of
visits to clients for a representative of BioFresh from the UK. Between March 29® and 31, Mr. Salone
from Biofresh will visif six companies specializing in fruit & vegetable production and logistic services.
to negotiate trial applications of BioFresh ozone generators for the 2010 production and harvest season.

» Herbs & Mushrooms: Project Grant No. IC-FY-2-7 (Development of Retail
Packaging for the EU Marker). was successfully completed on March 15™. The
AgBiz Project reimbursed Strela a total of $17.950 under the terms of this grant.
as a compliment to their investment of $41.059. Strela has reported sales of
$200.000 as a result of this Project assistance, with $110.000 of this being
exports to the EU. In addition. two new full time jobs have been created so far at
Strela. An example of the new packaging can be seen in the picture at right.

» Grant Program: On March 18™ the AgBiz Project received concurrence from the Regional Contracting
Officer for the web design procurements for the marketing & packaging grants. This will now enable
these grantees to complete full implementation of their grant programs. Among the grantees are; Niska
Mlekara (Robi milk campaign), Vocko Coop (labeling & marketing material). Foodex (new company
logo and related packaging materials). Melisa Farm (new visual identity for international markets). and
Macval Tea (new packaging and an umbrella brand name for their teas).

» Livestock: On the 17" and 18™ of March, Agrar Kontakt organized the first of a series of two day
training seminars on Beef Quality Assurance in a small town near Nis. The seminar combined both
formal classroom fraining, with field activities. as well as lectures for Agricultural School students.
Participation on day one was much greater than anticipated. with a total of nearly 50 farmers attending.
On day two. more than 65 students attended the program. Under the terms of a grant to Agrar Kontakt
they will be organizing four similar seminars in Southern Serbian cities. The Project will be closely
monitoring these events to assess the impact of the training on the farmers and businesses involved.
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USAID Serbia Agribusiness Project — Weekly Report
Week of March 22", 2010
COTR: Djordje Boljanovic

BERRIES/COLLABORATION: On March 24™ the project
hosted a delegation from the USAID-funded KPEP Project
(Kosovo Private Enterprise Program) to provide them with
information regarding the Agribusiness Project’s assistance to
blueberry production in Serbia, and to learn of its potential for
replication in Kosovo. The KPEP delegation met with Fruit
Research Institute and Ag Innovation Center blueberry
advisors, and visited two blueberry and raspberry
growers/NASB members in the Arilje area. During the field
visits, and meetings organized by the Project, the KPEP staff
learned about Serbia’s experience in developing blueberry
production, and the marketing of blueberries. and they established contacts with experts and
advisors available for assistance from Serbia. Representatives of the two projects agreed to
regularly share information and support market access/establishment of business cooperation
between their clients. The picture shows the KPEP delegation meeting with a blueberry farmer.

Other Project Activities:

» Producer Organizations: The new national association of organic producers - Serbia Organica - has
now been officially registered. based on the new law on associations. with the Serbian Business
Registrars Agency — SBRA. The Agribusiness Project assisted “Serbia Organica™ to help them prepare
their statutes and by-laws. based on the new law. and assisted them with the re-registration process. As a
result, the SBRA this past week approved the registration, and issued “Serbia Organica™ with their
registration documents. The association can now include for-profit business entities (companies and
cooperatives) as members. to give it credibility as the representative of the organic industry in Serbia.

~ Dairy/Environment: The USAID Agribusiness Project Sector Lead. and STTA Danijela Ilic. met this
past week with dairy and livestock clients (a dairy farm in Jabuka. and Neoplanta in Novi Sad) to discuss
the development of feasibility studies for GHD bio-gas digesters. Both clients showed serious interest in
their feasibility study. and they are ready to provide whatever documentation is needed for the activity.
along with paying for relevant laboratory tests of the their waste streams. The Project STTA will
continue working with these clients over the next few weeks to further develop the relevant studies.

~ Herbs & Mushrooms/Marketing & Sales: Agribusiness Project client. Igda mushroom company. has
reported that their products are now available in all Hannaford supermarkets in the US states of Maine
and New Hampshire. Hannaford is now the third US supermarket chain that offers products from Igda.
in addition to Igda having their products being available on Amazon.com. This new export business was
developed through their Project supported participation in the 2009 Fancy Food Show.

» Tree Fruit/Grants: Desing received a final reimbursement of $11.500 under the terms of their grant
agreement: Introducing New Packaging Technologies for Highlv Processed, Fruit-based Products.
Thanks to the Agribusiness Project grant. Desing has reported export growth in 2009, and the first
quarter of 2010, totaling $108.180. In addition. Desing has added two new employees in their
processing facility. The new packaging technology introduced by Desing will enable further growth in
the market place. and solidify their position as the leading producer of high-end fiuit-based products.

» Marketing & Sales: Agribusiness Project Marketing & Sales staff provided training for 28 Serbian
Economic Attachés from the Ministry of Economy who will be leaving soon for their new overseas
posts. The training consisted of a short overview of Agribusiness Project activities, broken down by
sector and cross-cutting element. and ways of possible cooperation and collaboration (B2B linkages.
trade fairs, buyer missions, etc), and a short overview of market research tools (ITC trade map).
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HAIL DAMAGE POTENTIAL: On March 31 Project
staff experienced first hand how hail storms can have a
significant impact on the tree and berry fiuit crops of Serbia.
While traveling through Cicevac we ran into a severe hail
storm which dropped 27 to 3” of hail. As can be seen in the
picture the build-up of hail on the ground was substantial, and
a storm of this magnitude would cause significant damage to
any the crops in the area. In response the Agribusiness Project
has begun preparations for the completion of a study on
measures to protect crops against such damage. and it is
expected that the study will be completed in the next quarter.

USAID Serbia Agribusiness Project - Weekly Report
Week of March 29", 2010
COTR: Djordje Boljanovic

A Scope of Work has been developed and the search 1s underway for consultauts* who have the
appropriate skills and background for such a study. The study will provide Project clients with
concrete recommendations regarding measures that can be taken to protect their crops from weather
related damage, with information on the costs and the potential pay-back for such systems.

Other Project Activities:

F

Producer Organizations/Tree Fruit: The Producer Organization specialist facilitated a meeting of the
Fruitland Association managing board at the Project office in Belgrade. Managers of five tree fruit
cooperatives, all members of Fruitland. gathered to discuss potential joint activities that can be supported
through the Project grant program for associations. They also agreed to explore an investment in a joint
venture tree fruit processing plant. Representatives from Intesa Bank attended the meeting and provided
advice regarding financing. loans. and how to invest beyond their present collateral in ULO cold stores.

Environment: An introductory meeting was held between representatives of the Union of Farmers from
Branicevski & Podunavski Districts. and the Agribusiness Project. regarding involvement of the newly
formed farmer's union with the Pesticide Safety & Environmental Education/Certification program. An
agreement was reached on the selection of farmers for training. by the Union itself. based on criteria set
by the PSEE Program. The farmers will submit information to the Project and selected farmers will be
included in the PSEE trainings to be organized by the Project under the supervision of the MAFWM.

Marketing & Sales: Marketing & Sales staff met with potential UK investors looking into greenhouse
production in Serbia. These investors complained about the lack of available data on greenhouse
production in Serbia. based on the differing results reported from existing greenhouse operators. The
investors could invest between 5 and 10 million Euros in Serbia. The Marketing & Sales team will look
into bringing in an STTA to complete a market feasibility study for greenhouse production in Serbia.

Grants: The Project’s grant evaluation committee completed a review of all grant applications for the
international food safety and quality standards program and recommended 75 grant applications. with
total grant funding of $362.534, for further consideration and final approval. This number also includes
14 grant applications for the introduction of organic standards. Further review of the applications for
organic standards 1s on hold until MAFWM publishes the list of organic certification providers.

Berries: As a continuation of assistance to clients to access new technologies and establish partnerships
with foreign partners. the project organized client visits for a representative of BioFresh. This is a follow
up to BioFresh ozone generator presentations that were held in December 2009. Mr. Salone. visited six
clients and a logistics service provider where he presented the methods of application and the benefits
from using ozone generators during storing and/or transportation of fresh produce. and he began
negotiations for cooperation. As a result. trial applications and testing of the technology during the 2010
production and harvest season was agreed with three clients. while potential purchases of ozone
generators and smart pallets will be negotiated with two clients over the next rtwo months.





